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1. INTRODUCTION 

Experiences from the past have shown that industries tend to face 
both growth and decline as a result of an intricate web of affecting 
factors such as production technology, competitiveness, wage levels, 
transport logistics, market demand etc. In Sweden, the restructuring 
of the textile and clothing, mining, steel, and shipbuilding industries 
during the 1960s, 70s and 80s have left a legacy of economic and 
social problems from which many people are still suffering the 
aftermaths. In some regions, especially where the declining industry 
has been dominating, the exclusion of people from the labour market 
have been particularly complicated. Other regions, however, have 
been able to attract alternative employment or benefit from being 
located in proximity to more prosperous neighbouring labour 
markets. 

1.1 Problem area 

The restructuring of these industries has sometimes been connected 
to the general shift from an industrial society to a society based on 
services, knowledge and information. The numbers employed in 
manufacturing industry have gradually decreased, together with 
their share of the GNP, whereas the service sector has shown the 
opposite trend. 1 Within the manufacturing industry the evolution 
towards a post-industrial society has implied a piecemeal increased 
confidence in knowledge-intensive production such as electronics and 
pharmaceutics at the expense of manufacturing based on raw ma
terials. The growth rate of raw material-oriented production has not 
been as fast as in some of the high-technological industries, but this 
phenomenon is also connected to the general expansion of their 
markets. Newly-introduced products normally grow faster than well-
established ones. 

Nevertheless, the significance of an industry is to a large extent 
linked to the above indicators. In terms of employment the contri
bution made by the forest-based industry is rather modest, approxi
mately 1,5%2 of the total workforce and 5%3 of the workforce em
ployed in the manufacturing industry. As regards value added per 
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employed the importance of the industry increases to 10% of the to
tal value added within the manufacturing industry. The forest in
dustry plays an even more vital role as can be seen by using foreign 
trade as an indicator. The net export within the pulp and paper 
industry together with the timber industry amounts to 43 billion Swe
dish Crowns, whereas manufacturing net exports accounts for 25 
billion.4 

Despite the emerging post-modern society Swedish forest industry 
still constitutes a vital part of the national economy and of foreign 
trade in particular. From this point of view it is pertinent to investi
gate not only where the forest companies choose to invest their re
sources, but also where they divest. The tendency during the postwar 
period has pointed towards increased international connections. 
Swedish companies have initiated different forms of collaboration, 
primarily with European and American competitors - such as acqui
sitions, mergers and joint ventures. As the process continues the 
'mean centre' of the companies gradually shifts from their tradi
tional home areas which is indicated, for example, by the proportion 
of employees within domestic units. The local outcomes of specific 
investment programmes which, for instance, aim to upgrade pro
duction technology are also of vital interest, since systems of subcon
tractors and supporting companies often develop within regions 
characterized by a dominating industry. 

1.2 Three themes 

Against this background this licentiate dissertation deals with three 
themes, namely the changing spatial patterns of corporate activities, 
the economic spread effects of specific investment programmes and 
the ongoing discussion within location theory and regional economic 
development. 

The first theme, the changing spatial patterns of corporate activités, 
puts the emphasis on macro-oriented processes that change the spatial 
pattern of a forest-based industry. The empirical investigation is ba
sed on a case-study of SCA (Svenska Cellulosa Aktiebolaget), whose 
development has been analysed from the 1950s to the present. The 
locational changes, foremost of production plants, sales units and 
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headquarters have been mapped and, parallel to this spatial e volution 
a discussion of underlying corporate strategies is taken up. 

The second theme focuses on the economic spread effects of indi
vidual investment programmes, which are carried out at production 
units. The principal empirical data has been collected from an invest
ment concerning the introduction of new technology at Ortviken, an 
SCA-owned paper mill in Sundsvall. The point of departure for the 
analysis is the identification of contracted suppliers and their lo
cation, in order to obtain a picture of the investment's general contri
bution to the local economy. As the choice of supplier is an im
portant part of the study, criteria on how suppliers are chosen have 
also been examined. Moreover, by using results from a number of 
similar investment studies, an attempt is made to summarize general 
experiences within a tentative model for estimating the share of local 
purchase deriving from major investments. The making of pre
dictions is of course subjected to a great deal of uncertainty, which 
has to be taken into consideration. At this moment the validity and 
tenability of the model have yet to be confirmed by testing the model 
on other investment programmes. 

The third theme of this study provides a theoretical outline which re
flects the tides within the literature of industrial location and re
gional economic development. The theoretical discussion within 
these fields is immense and full of nuances - for researchers with 
many different scientific origins and perspectives have contributed to 
the understanding of these problem complexes. Normative, behav
ioural and radical perspectives of industrial location and some influ
ential ideas on regional economic development are discussed. The 
outline is concluded by an analysis that hints at a broader discourse 
within the discipline. 
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1.3 Framework 

Figure 1.1 illustrates the framework of this study. The grey areas re
present the extension of corporate operations in terms of production 
plants, sales units and headquarters. Over time, the spatial pattern of 
SCA has altered, implying the evolution of new spatial structures. 
Within this multi-plant system there are numerous examples of the 
implementation of investment programmes. The economic spread 
effects of such activities are illustrated by the circular formation. 

3 

1 

Figure 1.1: The framework of the study; the changing spatial pattern 
of corporate activities and economic spread effects of a specific in
vestment programme. 
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1.4 Aims and objectives 

The aim of the first theme is to investigate and model the locational 
changes within SCA. This will be carried out through an analysis of 
the company's ownership of administrative, production and sales 
units, together with the changes in its organizational structure - both 
within and outside Sweden - from the 1950s to the present. 

The central questions are: 

- How has the spatial pattern of SCA' activities changed in terms of 
production plants, sales units and head quarters? 

- What factors have contributed to this spatial change and what 
are the specific prerequisites of a forest-based industry? 

The second theme aims to identify contracted suppliers and their 
location in order to obtain a picture of the investment's general 
contribution to the local economy. 

The main lines of enquiry are summarized within the following 
questions: 

- Where are the suppliers located? Locally (in Sundsvall/Timrå), in 
other parts of Sweden or overseas? 

- Is there any connection between, on the one hand, local purchase 
and, on the other hand, the type of goods, reason for choice of 
supplier and size of transaction? 

- Which criteria are used by a buyer when choosing a supplier in 
the context of the type of transaction under investigation in the 
study? 

The aim of the third theme is to present some of the most influential 
theoretical lines of thought within industrial location and regional 
economic development and reflect upon a number of the conceptual 
controversies. 
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1.5 Outline of the study 

The study is based on a collection of papers: 

I. Lindgren, U. & Layton, I. (1994): From Resource to Market -
Postwar spatial changes in a Swedish forest company, submitted 
to the Canadian Geographer. 

II a. Klint, M.B. & Lindgren, U. (1992): How Are Suppliers Chosen 
And Where Are They Located?, Zeitschrift für Planung, 4:317-
330. 

II b. Klint, M.B. & Lindgren, U. (1993): How Are Suppliers Chosen 
And Where Are They Located? - The results of a large scale 
industrial investment, Zeitschrift für Planung, 1:31-48. 

III. Lindgren, U., Mahieu, R. & Stjernström, O. (1992): Local or 
Non-local? - Some notes on the economic-geographical impacts 
of large investments, Geografiska Annaler, 74B, 3:211-228. 

Paper I is deals with the first theme on the changing spatial pattern 
of corporate activities whereas papers II (a&b) and III focus on the 
second theme concerning the spread effects of investment pro
grammes. The introductory text consists of a short geographical and 
historical background to the Sundsvall district followed by a 
summary of each paper and its findings. This is followed by the 
third theme - a theoretical outline, which elucidates some general 
lines of thought within the theories of spatial economic development. 
This outline is not, however, meant to provide an explicit theoretical 
connection to the empirical studies. The articles themselves contain 
theoretical discussions related to their particular aims and objectives. 
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2. THREE CASE STUDIES 

As the papers focus on forest-based industries and SCA in particular, 
it is not out of place to provide a brief geographical and historical 
background. The history of SCA as a closely integrated company 
dates back to the early 1950s. However, sawmilling and pulp pro
duction within the district of Sundsvall have roots that extend back to 
the seventeenth century. 

2.1 The geographical and historical setting 

Travellers approaching the Sundsvall district today do not necess
arily reflect upon its long heritage as a hearth region for the dawn
ing forest industries. Situated on the coast of central Norrland, the 
Sundsvall district has greatly changed in character during the past 
two centuries. In the beginning of the 1850s the value of the forests 
in the northern parts of the country increased, which was due to 
technological innovations and political strategies.5 

Perhaps the most significant innovation within the forest sector was 
the development of the steam-driven saw in Great Britain during the 
late 1790s. However, it was not until some fifty years later (in 1849) 
that the first Scandinavian steam saw was built specifically for the ex
port trade. This mill was erected at Tunadal, a coastal village barely 
5 kilometres from the town of Sundsvall. The introduction of this 
new technology initiated the relocation of saw milling, from waterfall 
sites inland to suitable coastal loading places. During the water saw 
era the sawn products were floated downriver in rafts to timber-
yards and wharves along the Bothnian coast. This procedure was 
costly and laborious, as the rafts had to be dismantled and the planks 
and boards cleaned from sand and silt before being stacked and dried 
prior to shipment. The rough treatment gave water-sawn timber an 
unattractive greyish hue, whereas the new steamsaw locations en
abled the export of 'bright', unfloated finished products. The float-
ways could now be used solely for transporting the logs to the coast. 
Moreover, steam technology enabled practically year-round pro
duction rather than the short sawing seasons of the water-driven 
mills, which were dependent on suitable river flow during the ice-
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free period.6 Sawmill productivity and ouputs increased drama
tically. 

The upswing within the forest sector was not solely an effect of 
technological improvements, but was also facilitated by legislative 
changes at home and abroad. The lack of capital had long retarded 
the progress of the branch. However, this situation came to an end in 
1848 with the introduction of an act permitting the formation of 
limited liability companies, thereby reducing the risks for individual 
investors and entrepreneurs. 1 The legislation implied an ameli
oration in terms of utilizing domestic as well as foreign risk-bearing 
capital. The local wholesale houses took on banking functions, which 
facilitated the introduction of new technology. Another political 
change that favoured the forest companies was Britain's policy 
transition from protectionism to free trade and the reduction and 
removal of import tariffs on continental timber between 1821 and 
1866. As Great Britain at the time was the largest buyer of Swedish 
sawn timber this resulted in a far more advantageous situation for 
Swedish exports vis-à-vis North American timber.8 Similar re
ductions in custom duties took place in the other major market 
countries in Europe that were industrializing around the mid-nine-
teenth century, so that the demand for forest products boomed. 

Although the favourable conditions for the expansion of the Swedish 
forest industry in the 1850s can be partly explained in terms of con
temporaneous technological innovations and political actions, these 
factors provide no hint as to why the most significant development 
took place in the region of Sundsvall. There are, however, a number 
of other factors that gave Sundsvall distinct advantages over other 
coastal districts in Norrland. Some of them are connected to physical 
conditions, others to social circumstances. The unique combination 
of two major rivers (Indalsälven and Ljungan) flowing through a 
landscape covered with high-quality forests, and sheltered harbour 
conditions between the mainland and the large island of Alnö has no 
counterpart in Norrland. Timber floating activities were facilitated 
by the circumstance that the rivers flow into the Gulf of Bothnia 
only 25 kilometers apart so that that the district was easily able to 
accumulate sufficient logs for the biggest concentration of steam 
sawmills in the world. Moreover, Sundsvall had further comparative 
advantages over more northerly port districts in Norrland, since ice 
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conditions were less severe and posed less of a barrier to navigation. 
The average shipping season for timber exports was two months 
longer in the Sundsvall district than in Piteå and Luleå. 9 In addition 
to these favourable physical conditions, Sundsvall's traditions as a 
centre of trade and business in forest products, with experienced and 
capital-rich merchants and entrepreneurs, also contributed to the 
rapid expansion of the industry. 

One immediate consequence of the expanding forest industry was 
that the need for workers increased, but these requirements could 
not be fully met by the local labour market. At this time the Swedish 
population was increasing - from 3,5 million inhabitants in 1850 to 
almost 5,1 million in 1900.10 In general, the growing population 
could not find sufficient employment within agriculture and the new 
and expanding manufacturing sector was not yet ready to absorb the 
surplus labour. However, the forest industry in the district of Sunds
vall was an exception to this. In 1850 the population of Sundsvall and 
the nearby coastal parishes amounted to 6000. Fifty years later the 
number had increased to 32 000. The population statistics reveal a 
significant inmigration process and a growth rate far exceeding that 
of the country as a whole. The new workers and their families came 
from near and far - the majority migrating from Värmland and the 
neighbouring counties of Gävleborg and Västerbotten, n 

During the years following 1850 the numbers of steam-driven saw
mills in the region gradually increased and this process continued 
until the early 1890s when the peak was reached. At this time over 
40 mills were in operation within a 20 kilometer radius from the 
town of Sundsvall. 12 Figure 2.1 shows the sawmill and pulp mill lo
cations during the period 1850 to 1920. The previous decades had 
been characterized by business booms and high price levels, but 
timber prices fell heavily in the late 1870s as a major depression set 
in. 13 As a consequence, most sawmill companies were confronted 
with severe financial problems and many became bankrupt. How
ever, the decline of the sawmilling activitites was not entirely due to 
the recession, but also to new local (and foreign) competitors. 
Methods for producing pulp and paper from wood fibre were de
veloped during this time and in 1870 the first mechanical wood pulp 
mill was built in Torpshammar, a village situated along the river of 
Ljungan 50 kilometers from Sundsvall. The production of pulp im-



10 

plied more competition for forest raw materials. On the other hand, 
according to Arpi (1955), the stagnation of the sawmill industry was 
not primarily due to the demand from the pulp industry or a dim
inishing market, but rather to the shortage of suitable timber with 
large dimensions. 
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Figure 2.1: Forest industry locations in the Sundsvall district (1850-
1920). Source: Layton 1989. 
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Nevertheless, one of the main reasons why it took another 30 years 
before the first chemical pulp mill was built may have been 
connected to the strong position of the sawmill owners within local 
trade and business. The traditions of the sawmill industry had roots 
going back to the seventeenth century, which probably resulted in a 
negative influence on the 'new and modern' way of using the forest 
resources. However, after the turn of the century the pulp and paper 
industry made rapid progress and within three decades six sulphate 
and two sulphite mills were constructed in the Sundsvall district. As 
pulp and paper production is far more capital-intensive than saw-
milling, the need for concentrating production into fewer and larger 
units became increasingly apparent. The number of companies also 
declined and this process was concluded in 1966 when only one re
mained - namely SCA. 

Between 1980 and 1991 the number of employees in the wood-
processing industry and the pulp and paper industry has been fairly 
constant, i.e. almost 30% of the gainfully-employed population with
in manufacturing, and approximately 5% of the total working popu
lation. During the same period the population of the municipality has 
remained at around 94 000 inhabitants.!4 

Although the significance of the forest industry in Sundsvall in terms 
of employment has been constant during the last decades, the remain
ing mills represent major places of work on the local labour market. 
There are some 2 500 persons working directly within this sector 
and a considerable number of other people are dependent on the 
sector in one way or another. As the forest industry has a long his
tory in the region, a rather extensive system of subcontractors and 
other companies providing different kind of se rvices has developed. 
The local economy is therefore considerably tied to a complex web 
of connections and dependencies. 

The development outlined above provides the contextual base for this 
study and, as already stated, the consolidation of forest companies 
within the region of Sundsvall finally resulted in the emergence of 
one single concern - SCA. Thereafter this company has evolved into 
a transnational corporation (TNC) with operations in 27 countries. 15 
The spatial organization of the company's production units has grad
ually changed as the result of acquisitions, shut-downs and sales. The 
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proportion of the labour force employed abroad has increased signi
ficantly during the last three decades, from an almost non-existant 
level to approximately two-thirds of the total number. The intensi
fied international connections have not meant that the original region 
has been set aside in terms of investment programmes, but n umerous 
small production plants have, however, fallen victim to rationali
zation aspirations. 

2.2 Summary of papers 

2.2.1 From Resource to Market - Postwar spatial changes in a 
Swedish forest company (paper I) 

At the end of the Second World War most Swedish forest-based 
companies had their production units located solely within the 
country and they exported the greater part of their output to the 
European continent. But in the beginning of the 1960s a new cor
porate policy was introduced within the major companies, aimed at 
building up industrial production abroad. STORA (Stora Koppar
bergs Bergslags AB), for example, intended to start up a production 
plant in Canada while MoDo (Mo och Domsjö AB) was about to do 
the same in Argentina. According to the board minutes of SCA, for 
the eleventh of April 1961, investments overseas would make it poss
ible to reach important markets and, if production volume was to be 
further extended, the company would have to establish interests in 
areas with a timber surplus. Later in the same year, SCA's first 
major attempt to implement this policy took place through the acqui
sition of 50 per cent of the stock of Papelera Navarra, a Spanish 
forest company. 

From that time onwards numerous acquisitions and sales have taken 
place, within Sweden as well as overseas, and there has been a gen
eral trend towards a pronounced spatial shift in production within 
these companies. This is illustrated by the fact that in 1960 all of 
SCA's 14 900 employees worked in Sweden whereas in 1992, 
although the total number had doubled to some 29 600 persons, over 
two-thirds of them (20 600) were employed abroad in twenty-seven 
other countries. During this period SCA clearly evolved from a na
tional to a transnational corporation with major TNC status. 
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The article aims to investigate and model the locational changes in 
SCA's ownership of administrative, production and sales units, to
gether with the changes in its organizational structure - both within 
and outside Sweden - from the 1950s to the present. 

Company policy and structural changes 

After the fusion in 1954, efforts were made to concentrate on the 
market and market demand was to guide SCA's use of resources. 
The company put the stress on processing its products to a greater 
extent than before and the new production program, established in 
1953, emphasized improvements in product quality. In addition, 
priority was given to investments in projects aimed at concentrating 
production into fewer and larger units. 16 There was also an intention 
to attain economies of scale in order to reduce costs of production 
and maritime transport. Accordingly, a number of pulp mills were 
scheduled for closure - for mechanical pulp and sulphite pulp in 
particular clearly had dismal futures. During the decade 1956-66 all 
of SCA's mechanical pulp mills were closed down, as were two of its 
five sulphite-pulp mills. 17 

An important step towards increased efficiency within the company 
was the integration of pulp mills with paper mills. At the end of the 
1950s, SCA's most significant product was unbleached sulphate pulp 
and its future market prospects seemed uncertain. At this point the 
company had to choose between increasing its production of 
bleached sulphate pulp, for which the future market appeared rather 
expansive, or integrating the unbleached sulphate pulp with kraft-
liner production. The latter alternative had the most appeal, since 
kraftliner and corrugated board are principal components in pack
aging. At that time the demand for packaging products was steadily 
increasing and the quality of SCA's sulphate pulp was excellent for 
such purposes. 18 

The first step towards a substantial spatial change in SCA's pro
duction was thus made by entering the field of packaging. Western 
Europe represented the major market and the production of such 
commodities required proximity to customers in order to be able to 
respond quickly to changes in their requirements. Furthermore, the 
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transport costs for corrugated packaging for the export market was 
too high to justify plants in Sweden. Hitherto, the company's pro
duction operations had taken place mainly within Sweden. SCA's 
extensive forest resources were situated in various parts of Norrland 
and most of the production plants were to be found along the 
Bothnian coast, where timber floating systems and port facilities had 
long favoured their location. Other spatial production patterns began 
to develop concurrently with strategies of increased refining and 
vertical integration. The company policy begun in the 1960s aimed 
to expand the field of operations beyond the national borders. By 
doing so, SCA could better assert its traditional products on the 
European market and reach more potential customers. 

Western Europe was clearly the foremost area of interest. For a 
while, admittedly, other investment proposals were considered to be 
of more vital importance, such as the purchase of a sulphate pulp 
mill in British Columbia in 1963. This did not turn out particularly 
well, mostly due to lack of raw material and labour difficulties, and 
so SCA withdrew its interests in 1970. From then on, more attention 
was paid to Europe. New acquisitions of shares were made in Den
mark, France and West Germany. Notably, these companies included 
many corrugated board and packaging plants that were already 
major consumers of SCA's exports from Sweden. SCA's share of the 
European market for kraftliner were effectively guaranteed by these 
acquisitions. At home, corrugated board plants already existed in 
proximity to the main Swedish metropolitan markets, which they 
served, and SCA purchased one of them in Värnamo and constructed 
a new one in Järfälla, near Stockholm. 19 

The 1960s were thus characterized by efforts to internationalize 
SCA's traditional production. This process was continued in the 
1970s, when the beginnings of product diversification appeared 
through the establishment of a daughter company in England 
(S ancella Ltd) for the production of sanitary towels - using a tech
nique developed in SCA's research laboratory in Sundsvall. This led 
to the stepwise acquisition of a major Swedish company specializing 
in a wide range of hygiene articles and already owning numerous 
foreign branches. In 1973 a minor block of shares was bought in 
Mölnlycke AB, which then produced a variety of hygiene products 
and leisure wear. Two years later SCA acquired the remaining 
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shares. The motive for taking over an enterprise such as Mölnlycke 
was partly an ambition to integrate further towards more refined 
products and partly to "counteract the cyclical fluctuations known by 
experience to affect operations in the forest industry sector".20 As 
many of Mölnlycke's wares were based on wood fibre, there was an 
obvious connection between the two companies. Since then, SCA's 
production has included goods ranging from sawn timber to diapers 
and clothing - so the company no longer has all of its eggs in the 
same basket. 

The process of the international expansion of SCA's operations has 
continued during the 1980s and early 90s. Several large-scale acqui
sitions were made, in Sweden as well as abroad, thereby complement
ing the company's three major business groups concerned with fin
ished products. Examples of these are: Edet in Sweden (hygiene), 
Peaudouce in France (hygiene products), Laakirchen in Austria 
(printing paper), together with Italcarta in Italy, Reedpack in Great 
Britain and some Bowater plant in Belgium and France (all pack
aging). Today over 80 per cent of SCA's production plants are lo
cated overseas which may be compared with the situation 30 years 
ago, when all of the company's mills were to be found in the 
northern part of Sweden. Perhaps the most interesting tendency is, 
however, that the former policy of full vertical integration is losing 
ground - for SCA has already divested itself of machine production 
(Sunds Defibrator AB in 1990) and hydroelectric power production 
(the Båkab energy group in 1993). Currently, the company is also 
rationalizing its forest operations in Sweden. The orders of the day 
now focus on specialization and greater autonomy for the leading 
product divisions as the best means of competing in the global 
market. The current President of SCA summed up the company's 
philosophy as "Customer-driven product development is our future -
fibre technology our base".2l 

One interesting outcome of the empirical study is that there are very 
few cases of the construction of an entirely new plant at a new lo
cation, such as the Järfälla corrugated board factory north of Stock
holm. Investments are mostly carried out in existing plants and acqui
sitions normally concern pre-existing plants. If this is also true for 
the other companies in the forest sector, then there must in fact be 
few changes in the total number of plants and their actual distri-
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bution over time. Of course, some plants may be shut down due to 
rationalization programs, but many are simply adapted/adjusted to 
their new situation. The decisions to rationalise activities, to invest, 
to expand or reduce production or a work force (thereby affecting 
the economy at local, regional and national levels), are naturally 
carried out within the framework of each company, in relation to its 
individual strategy aims and to the competitive environment.22 These 
findings imply that the ongoing expansion of SCA's activities and the 
locational changes observed within the company not only reflect the 
changing patterns of corporate ownership and organization on the 
international scene, but probably also affect the overall economic 
geography of production. The expansion of one company is nor
mally counterbalanced by the reduction of another, which suggests 
that the whole question of spatial change may hinge largely on owner
ship. What may change most, as a result of new ownership constel
lations, are the 'internal' flows of semi-processed and semi-finished 
commodities between each company's plants - giving rise to new 
patterns of transport and distribution. 

A conceptual model 

It is important to be aware of the different spatial patterns formed 
by the various activities within a large company. In SCA's case there 
is a tendency for certain types of activity to operate farther away 
from the natural resources and nearer to the consumers. The 1992 
maps for the main business groups clearly illustrate this (see the map 
sequence in paper I). The proposed conceptual model cannot include 
all these variations, but simply aims to reflect the general trend in 
the process of corporate internationalization, when the company is 
firmly based on rich raw material sources and implements a 
combined strategy of vertical integration and product diversification. 

Phase 1 of the conceptual model represents the traditional organi
zation of an export industry - with production solely in the home 
country and relying on foreign agents to handle sales and distri
bution in the market coutries. In Phase 2. production and the head 
office remain concentrated in the region where the company was 
originally founded. However, as the first step in the company's inter
nationalization, new sales units have begun to replace foreign agents 
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in the major consuming countries. At the same time, competitors are 
also operating nationally as well as internationally. To some extent, 
therefore, the lines of potential development are determined by the 
prevailing contextual conditions. According to the empirical find
ings, the construction of entirely new plants is rather rare, whereas 
acquisitions and mergers frequently occur. A company's path of de
velopment is thereby determined largely by choices made from 
within the existing locational patterns. 

In Phase 3 international as well as national acquisitions are made in 
both traditional and new fields of production. In the former case, 
competition from the once rival companies is eliminated, thus 
increasing the company's share of both the international and dom
estic markets. At home, production rationalizations are made and 
investments in the expansion of modern plant result in closures of 
smaller, outdated units. The new field of production, however, is 
usually the next link in the chain from raw material to consumer and 
may consist of constellations of small units operating in the vicinity 
of the major markets. By gaining control over 'consumer' companies 
abroad, the parent company obtains a more guaranteed market for 
its semi-processed exports from the home country. The main area of 
this new production is normally in the inner zone of markets, i.e. 
adjacent or relatively close to the company's home country. At the 
same time, additional sales companies are acquired or set up in the 
outer zone of consumer countries, replacing foreign agents as 
middlemen and providing a firmer grip on the export market 
throughout the 'home' continent. 

Phase 4 continues the process of expansion abroad by penetrating 
more distant, often secondary, markets through the purchase of 
foreign production and sales units. More important, however, is the 
ambitious acquisition of another home-country-based TNC focused 
on new consumer products - thereby enlarging the company's scope 
and field of operations. Such a company may have already pen
etrated markets even further afield and its acquisition leads the way 
for the future expansion of the mother company. Some plant 
closures may be made in the home country, as the life cycles of 
certain older products show signs of decline and some lines are dis
continued. The international market has become increasingly more 
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important relative to the domestic market, which motivates the 
further acquisition of production plants abroad. 

Phase 5 is characterised by a complete reorganization of the enlarged 
concern in order to focus on product groups rather than on historic 
constellations of vertically-integrated activities. Each business group 
has its own administration, with a new headquarters located more 
centrally within the field of its activities, often abroad. The central 
headquarters and research centre for the whole TNC usually remains 
in the country of origin. As the company's refining strategy con
tinues and the 'product mix' changes, more plants in the original re
gion continue to become superfluous or obsolete due to out-dated 
techniques and production. The continuation of rationalizations and 
scale economies inevitably results in closures or divestments, which 
provide capital for better alternative acquisitions. This phenomenon 
is not restricted to the original region, however, but applies also to 
newly-acquired plant in foreign regions, especially when production 
and productivity do not fit into the long-term strategies of the 
company or when full control cannot be achieved. 

The continual process of company acquisitions and divestments 
means that completely new patterns of corporate ownership emerge. 
At some point the shifts in production from the original host region 
or country are so extensive that the relocation of the TNC head
quarters to another country may be desirable - which is what Phase  
6 in the model implies. In fact, decisions to move executive, administra
tive and R&D functions also arise from the need for a more inter
nationally accessible location, or even as a result of the personal 
preferences of leading decision-makers. 

It is important to stress the role played by (a) acquisitions at differ
ent levels, i.e. single plants, single-country plant constellations, 
multiple-country constellations, and even TNC amalgamations; (b) di
vestments, i.e. the closure or sale of acquired plants which do not fit 
into the strategies of the company; (c) corporate restructuring, e.g. 
into new product or business groups; and (d) the eventual relocation 
of headquarters. 
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Concluding remarks 

The 'mean centre' of corporate activity within SCA has gradually 
moved southwards beyond the borders of the mother country and 
into the European market. The establishment of sales organizations 
overseas was either closely followed or paralleled by the purchase of 
foreign production units and, more recently, some of the business 
groups' head offices have been located or relocated to strategic sites 
in Belgium and Great Britain. 

These trends, timings and patterns of ownership change are by no 
means unique to SCA, or even to Sweden. Comparative studies of 
other major forest companies in Sweden, Finland and Norway reveal 
broadly similar sequences and similar geographical changes in re
sponse to postwar economic and technical developments. 23 SCA 
clearly stands out as one of the leading companies in terms of 
initiating and developing international ownership of sales and pro
duction units. Most forest-based companies are tending to diversify 
their production but they generally maintain strong links with their 
traditional raw-material processing and field of technology. Since 
their industrial processes are almost always capital-intensive rather 
than labour-intensive, forest companies have tended to build up their 
international networks within and between the world's advanced 
industrialised core nations, where high levels of consumption and 
purchasing power are most concentrated. The extension of sa les and 
production into Third World countries has hitherto been sporadic 
and tends to focus on a few large metropolitan centres, where 
market and transport conditions are most favourable for consumer 
goods such as hygiene products. 

During recent decades, however, Swedish forest-based companies 
have become less reliant upon their original raw material sources. 
The high costs of forestry, transport and production at home have 
already led to the import of timber and pulpwood from more distant 
overseas areas, with comparative advantages in terms of labour and 
transport costs (e.g. from Finland, Russia and northern Spain). 
Together with the increasing usage of waste paper (available mainly 
in the core areas of high consumption), these trends suggest the 
eventual possibility of the companies freeing themselves from their 
original home countries and operating more as global 'footloose' 
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industries, following the market potential. Technological progress 
has resulted in an increased share of recycled paper in fibre-con
suming processes and today this comprises 50 per cent of SCA's raw 
materials. The proportion varies, however, between 0 and 100 per 
cent in different products - and, largely due to transport logistics, 
the geographical tendency is for fresh-fibre production to be con
centrated near to forest resources, whereas recycled paper products 
are manufactured in proximity to the consumers. Raw material 
shortages, real and perceived, have also led to both environmental 
and conservationist thinking. The recycling of 'waste' materials, such 
as paper, is seen as one way to reduce the rate of consumption of 
natural resources and as an alternative source of raw materials for 
manufacturing. Together with the increasing need for market sensi
tivity and adaptiveness to its shifting demands, this development may 
imply future scenarios involving painful adjustments for the com
pany's region, and nation, of origin. 

The demonstrated spatial changes in SCA's production are primarily 
the result of two factors. The first is a matter of politics, concerning 
Sweden's relationship to the European Community. Since customs 
barriers and tariff walls impede fair competition, Sweden's non-par
ticipation in the Community could present a disadvantageous 
scenario from the company's point of view - and for a long time 
different Swedish governments were opposed to seeking member
ship. The accessibility to the large market within these borders was 
thereby endangered. In order to compensate for this uncertainty, 
SCA chose to develop a business organization capable of coping with 
such a scenario. 

The second factor is connected with SCA's ability to compete in 
Europe with foreign companies and investors - particularly from 
North America. In order to forestall them, SCA has concentrated on 
strengthening its presence in the market. The larger the company, 
the more it is able to invest in research and development, especially 
in the quest for new methods of processing wood fibre and creating 
new products. As SCA seems likely to continue to expand within 
Europe, it would seem probable that from this position of strength 
the concern may eventually seek to seriously enter markets in other 
continents - either alone or in combination with some other forest-
based TNC. Naturally the present concern will one day reach the 
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limits of its own raw material rates of replacement and the compe
tition for recycled paper will obviously increase. In such a scenario 
the concern will undoubtedly attempt to secure new sources of fresh 
fibre, possibly in other continents, and set up (or acquire) processing 
plant near the supply areas. The process of securing new markets fo r 
this new production leads naturally towards the acquisition or new 
construction of refining and manufacturing industries, so that the 
company should eventually evolve into a truly global TNC. Whether 
SCA can retain control of its growth or whether it will itself be 
assimilated into some other giant corporation remains to be seen. 
Two things are certain, however - the rate of corporate change will 
continue to increase, and there are many possible paths to the future. 

2.2.2 How are suppliers chosen and where are they located? 
(paper II a & b) 

During 1989 and 1990, a major industrial investment programme 
(the LWC-90) was undertaken at SCA's Ortviken Paper Mill near 
Sundsvall. This involved investment in a new plant for the manu
facture of LWC paper (Light Weight Coated) which is a form of 
thin paper covered initially with clay and then glazed to create a 
surface which has excellent printing qualities. The paper is used in 
the production of magazines, brochures and catalogues. Paper has 
been manufactured at the Ortviken Paper Mill since the 1950s, but 
production had consisted solely of newsprint of standard quality. In 
1989, the factory had four newsprint machines jointly producing 600 
000 tonnes per year. The oldest mill was taken out of production in 
1990 to make room for the new LWC mill which has an annual 
capacity of 165 000 tonnes. 

The LWC-90 investment project entailed the purchase of equipment, 
machinery and construction works with total costs of SEK 2.4 
billion. An analysis has been made of each order, or, alternatively, 
each general agreement, in excess of approximately SEK 500 000.24 

The investigation covers 261 business transactions. 

The central aims of the paper are to investigate (a) how suppliers are 
chosen, (b) where they are located and (c) whether there are any 
connections between, on the one hand, local procurement and, on the 
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other, the type of goods, reason for choice of supplier and size of 
transaction. 

Marketing/Purchasing models 

In the formation of theory which has been built up during recent 
decades in the fields of management and marketing/purchasing, 
different basic approaches can be identified - these are referred to 
here as base models. The distinguishing feature of these models is 
that they stress different factors as having different degrees of 
importance. It must be stressed that 'marketing models' and 'pur
chasing models' do not refer to limited models which solely describe 
the marketing or purchasing acts themselves, but rather to models 
which describe the relations of the entire company to the markets in 
which it is an actor and to the transactions which are undertaken. 
The intention of this background explanation of these base models is 
not to set out a complete description of them, but simply to discuss 
and define the characteristics of the models which will, in turn, be 
subjected to empirical investigation. 

The first base model is called here 'the structural approach'. It is rep
resented by the theoretical construction which has its basis in neo
classical business administration theory, microeconomic theory, the 
theory of oligopoly and theories of individual lines of business. The 
approach has the premise that the phenomena of market structure are 
important factors in determining the competitiveness of a company 
and its position in the market. Key factors are, for example, the 
degree of monopoly, forward or backward integration and the com
pany's geographical location. The companies that are able to secure 
more favourable locations in these respects have greater scope for 
competing in their respective markets because purchasers specifically 
demand the company's products. 

The second base model is named 'the marketing management 
approach'. The starting-point is a product related approach. In order 
to become competitive in a market and thereby influence customers, 
the company has to develop a well adapted combination of price, pro
duct, advertising and channels of distribution. The company is also 
able to position itself favourably in a market vis-à-vis its competitors 
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through an attractive combination of these parameters. Important 
factors are price, product quality, delivery time and level of service. 

The third base model is denoted 'the organizational approach'. This 
has as its starting-point the notion that the competitiveness of a com
pany is a function of the company's capacity to develop by itself, 
organize itself and accumulate resources. Important factors are the 
company's system of valuation, technical know-how, resources, 
development work and knowledge of the area of production in which 
it is operating. 

The fourth base model is called 'the relational approach' and has as 
its starting-point the notion that a company's competitiveness is 
dependent on its relations to customers and other companies or 
organizations and how the company integrates with these. Tradi
tional economic theory is criticized for not being particularly useful 
on the matters of industrial marketing and purchasing, not least 
because it has influenced the marketing management approach. 
Instead, one should talk about the company operating in networks 
which can be more or less explicit. Important factors are the re
sources that companies have at their disposal, the activities they 
undertake in networks, their experience of previous suppliers to
gether with personal relations, confidence and trust. 

Purchase 

The magnitude of local spread effects of investment programmes 
varies from case to case due to different preconditions. Experiences 
from other studies have indicated that there are a number of factors 
which affect the local outcome of purchasing processes. Baardsen 
and Vatne (1986) state that factors like (1) the technology of invest
ment and size, (2) the size of investment region and industrial 
structure, (3) the general economic situation nationally and inter
nationally and (4) the general organizational philosophy of the com
pany proceeding with the investment programme and choice of 
principal contractor, have an influence on the local share of the 
purchase. 
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In another study Stjernström (1990) suggests similar factors that 
play an important role within this context. The author argues that (1) 
type of investment, (2) size of neighbourhood, (3) structure of indus
try, (4) total procurement strategy of entrepreneurs, and (5) type of 
political environment, are factors governing the extent of local 
procurement. 

The type of investment is assumed to have an influence. For 
example, the occurrence of plant investment in the form of bridges, 
construction of buildings, etc is in many cases attributable to the re
sources and know-how of the local neighbourhood. The economic-
geographical effects thus tend towards there being a high share of 
local procurement. On the other hand, if a more specialized form of 
competence is demanded, often in connection with advanced techno
logy and systems development, there is a tendency for the share of 
local procurement to be less. The size of neighbourhood is also im
portant. A highly populated neighbourhood often has a larger and 
more diversified labour market that can mobilize the know-how de
manded by the investment project. The structure of local industry 
also gives different requirements for complying with the demands of 
the investment project. 

The procurement strategy of the entrepreneur also influences the 
local economy's share of the capital invested. The person charged 
with the principal responsibility for a project uses, in all probability, 
his business connections previously built-up with the aid of suppliers. 
The political environment can influence the shape of the local eco
nomy through there being an active regional policy. With a view to 
supporting a region, investment can be attracted to a region which 
otherwise would not benefit from it. 

The purchasing process 

The starting-point of the study was a situation when the personnel of 
the purchaser were relatively well established in their line of busi
ness, reasonably well-known to the suppliers in the market, and con
scious of the contemporary needs of the factory. The suppliers were 
partly those from within an existing network of suppliers, and partly 
alternative suppliers about whom the personnel had acquired specific 
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knowledge. Prior to LWC-90, however, there was a shortcoming in 
that the new equipment purchased in many parts of the plant was 
totally unfamiliar to Ortviken's personnel. The manufacture of 
LWC-paper has a partial need for equipment other than that norm
ally used for manufacturing newsprint. Some of the technology and 
equipment necessary for the manufacture of LWC was not available 
in Sweden and had to be imported. 

In the pre-project phase, assistance from an overseas consultancy was 
sought. Jaakko Pöyry took part in the planning and discussions 
throughout the whole project. This consultancy was the largest in its 
field in Scandinavia and a world leader, having offices in many 
countries concerned with pulp and paper production. 

When the management resolved to proceed with the pre-project, a 
special work group was appointed and given the task of putting 
together a descriptive plan of the imminent but still unconfirmed 
investment project. At the same time, the pre-project group sought 
quotations for the machinery and products that were needed from a 
variety of manufacturers. The investment calculations could then be 
worked out on the basis of these quotations and, together with pro
duction, marketing and finance plans, formed a complete basis for 
decision-making in the project. 

In this investigation, we analyze the data concerning project quota
tions from regional, national and international perspectives. Ques
tions concerning construction and component servicing, such as op
erational and regulatory equipment are viewed from a regional 
perspective. Geographical proximity is important for many reasons. 
The major construction companies such as Skanska and NCC have 
local offices in a number of locations throughout the country in 
order to meet these regional demands. Technologically sensitive com
ponents, above all processing equipment and machinery, must be 
purchased where the most up-to-date or most reliable technology is 
available. This implies that considerable weight has to be attached to 
the desirability of geographical proximity. In the case of LWC-90, 
however, equipment for the manufacture of coated paper and its 
calendering could not be bought in Sweden. 
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The project started after the decision to proceed with the investment 
programme was taken and a detailed plan was formulated. Renewed 
contacts were made with companies that had submitted tenders. 
These companies were called upon to work through and firm up 
their proposals. An important element throughout the project is a 
process of so-called levelling, whereby the tenders are reworked in 
such a way that comparisons can be made between them. For various 
reasons many of the suppliers either backed out or were rejected as 
unsuitable by the purchaser. One such reason could have been that 
they did not meet the quality or performance requirements set by the 
purchaser. Another could have been that some other suppliers came 
up with more attractive offers. However, in most cases there were at 
least two, and often many alternative suppliers with offers still on 
the table during the purchasing period. When the tenders had been 
worked through, negotiations and purchasing decisions were able to 
commence. The purchase of machinery and equipment took place 
over an extended period. At the final stage of negotiations, there 
were generally two, often fairly similar, suppliers still in contention. 
After a purchasing decision was taken, a formal order was placed by 
the buyer. 

For the purpose of this study, those with responsibility for technical 
and purchasing aspects of the procurement were asked to fill in 
questionnaires in connection with the formal order. They were re
quired to state reasons for their selection of supplier. A total of 550 
questionnaires were returned covering 261 transactions. The enquiry 
form set out 15 alternative reasons. 25 In some cases only one or a 
few reasons were given, in others several were recorded. 

Results 

The first question posed within the paper is how the supplier is 
chosen, i.e what criteria do buyers employ when exercising such a 
choice? The result shows that price, alone, is a very important 
factor, but the buyer often has many reasons which can be con
sidered to correspond to selection criteria laid down by the 
purchasers. The selection criteria are not, however, clear-cut. 
Structural factors, the seller's methods of organization and develop
ment, as well as personal relations and trust are also significant 
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factors. Some theoretical models are accepted, but others are 
rejected. The reason for this can probably be attributed to the type 
of product and transaction. Developments in theory in the 1980s 
with respect to the marketing of industrial products have had a 
tendency to stress unilaterally the significance of long-lasting 
connections and interaction between buyer and seller, while this 
study shows, for example, that matters associated with price and 
price negotiation are also important factors in the final analysis. The 
study points out the significance of the fact that the seller does not 
unilaterally focus his attention on a few factors/models, but develops 
the capacity to adopt many models. Another conclusion which can be 
drawn from the material is that transactions of the type investigated 
occur in relatively stable patterns, despite the fact that the goods 
concerned are rarely purchased. The buyers have established a 
network within which they operate. 

The second question concerns where the seller is located. The 
Sundsvall district is noted for having a well developed industrial 
sector which is able to supply a considerable proportion of the goods 
in demand. The companies in Sundsvall are also considered to be 
competitive because they are able, to a very considerable extent, to 
meet prices required for securing the transactions. This implies that 
the region's industry is diversified and specialized and that it has the 
competence and resources demanded by industrial investment 
projects of this type. 

A further observation we can make from the material investigated is 
that, largely, the question of supplier choice is a matter of finding 
suitable suppliers, either local or international ones. On the basis of 
the measurement methods adopted in the study the national level has 
relatively little significance. The local spread effects at the first 
procurement level are considerable if we bear in mind that 52 per 
cent of the investment total benefits the local economy. Furthermore, 
there are considerable similarities between the actual procurement 
outcome and that of the extreme local simulation: there is only a 5 
per cent difference between their shares of local procurement. 
Extreme local and peripheral simulations refer to situations where 
local and peripheral suppliers respectively would have been chosen 
systematically. One consequence of this would be that in the case of 
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the product types covered here it is significant that the sellers have 
distribution outlets situated in close proximity to their buyers. 

The third question considered in the paper concerns whether there is 
any connection between local procurement and the explanatory 
variables. The postulated hypothesis that different types of product 
categories are procured at different levels is thought to be at least 
partly supported by the results of the logit model. The probability of 
local procurement for goods associated with construction works and 
services is greater than that for goods associated with electrical and 
control equipment, even though the difference is very small. This 
means that sellers of certain goods, construction products as well as 
electrical and control products, should have a local profile in order 
to be able to sell. The result of the logit analysis for critical equip
ment is also consistent with the hypothesis. The local procurement 
share tends to be lower when the size of the order increases. This 
tendency was shown to be the case in all tests with variable 
combinations and it means that 'highly priced' goods and services are 
probably procured internationally or nationally. 

If the result of the logit analysis is lifted to a generalized level, an 
extension of this reasoning leads to a number of interesting con
clusions. Certain categories of investment have a product combi
nation of a type that matches the structure of industry as it exists in 
most regions. Others are more specialized in their character and 
therefore demand special products which are only obtainable from a 
limited number of suppliers in the world. If one possesses knowledge 
of the structural factors, the type of investment concerned, how the 
structure of the local region's industry is made up and its capacity, 
etc, the local procurement share can be mapped out by using this 
analysis as a guide. By refining and developing the model one 
should, hopefully, be able to predict the local economic-geographical 
effects associated with any particular investment programme. 



29 

2.2.3 Local or non-local? - Some notes on the economic-
geographical impacts of large investments (paper III) 

This paper attempts to synthesize some findings made by other stud
ies on local spread effects of investment programmes. It is based on 
data from three empirical studies in order to develop a model that 
illustrates the geographical spread effects of a large investment.26 
The questions at issue concern both the investment itself and the 
location where the investment takes place, i.e. the character of the 
investment, labour market, local trade and industry, as well as size 
of the local population. 

Aim of the study and choice of model 

The principal aim of this paper is to elucidate the connection be
tween a large investment^ and that part of the investment which 
directly influences the local economy, and to test a model that 
illustrates and measures the local share of a large investment. The 
paper also aims to outline a method for estimating the local share of 
the purchase beforehand, i.e. before the investment has been made, 
when primarily the specific investment factors, and secondly the 
municipality specific factors are known. 

The material has been analyzed with respect to specific investment 
factors and to specific regional factors, together with their respective 
influences on the local share of the purchase. Regarding the specific 
investment factors the data are rather extensive and contain almost 
1000 observations. The specific regional factors, on the other hand, 
are only based on data from three regions (municipalities). In the 
lights of these facts the specific investment factors can be regarded as 
a more reliable statistic material. The choice of method and the 
significance of the results are also commented upon. 

The choice of the model is a result of the distribution that the 
dependent variable takes in the study. The dependent variable has 
two outcomes, local purchase or non-local purchase. For this pur
pose a logit model has been chosen, as the dependent variable is 
dichotomous. A common alternative, a linear regression, could poss
ibly imply probabilities larger than 1 or less than 0, respectively. 
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The final model consists of 6 independent variables, namely the 
magnitude of the investment, 3 commodity variables and 2 municipality-
specific variables. The model's output shows the probability of 
local/non-local purchase with an investment. In the logistic proba
bility distribution only small changes in the input are needed in 
order to bring about large changes with probability values around 
0.5. In the 'tails' of the distribution, i.e. where the probability ap
proaches 0 respectively 1, larger changes in the model's input are 
needed in order to cause noticeable effects on the probability of local 
purchase. 

From this empirical material a number of hypotheses using the logit 
model are tested 

1. The size of the investment influences the local share of the pur
chase in such a way that the larger the investment the less the proba
bility of local purchase. 

2. The degree of specialist knowledge, technical equipment etc. 
influences the share of local purchase, i.e. the character of the invest
ment. The higher the technological demand and the more technically 
advanced the goods and services related to the investment, the 
smaller the local share of the purchase will be. 

3. The local share of the purchase is influenced by the number of 
jobs in the different sectors at the local labour market. The sectors 
are: manufacturing industry, construction/building industry, private 
services, and public services. 

A conceptual model 

The different studies show wide variations in the share of local 
purchase. Some of them discuss a number of factors which could 
possibly influence the magnitude and extent of the local purchase. 
One has to bear in mind, however, that the basic calculation 
(method) can differ from case to case. Above all, the assumption con
cerning the entrepreneur's geographic location varies. Definitions of 
working place, location of head and branch offices, importer, or 
combinations of these are given. The difference between studies 
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which have shown a large share of lo cal purchase (Bergdahl, Holm 
& Öberg 1988, Stjernström 1990, Klint & Lindgren 1992; 1993) 
and those that revealed low shares (Lassinanti & Wennberg 1981, 
Borgegård & Magnusson 1983, Baardsen & Vatne 1986) cannot be 
explained solely by the difference in methods used. There is a certain 
concordance between factors such as type of investment, size of the 
municipality, structure of local trade and industry, magnitude of 
investment and the share of local purchase. 

Type of investment: Different kinds of investments give different 
shares of local purchase. Construction investments such as buildings, 
bridges, roads, etc. tend to result in a higher local purchase. With 
more complicated investments, when specific or unique competence 
is demanded, the local share will fall. Kalix, Kårstö and both of the 
Sundsvall investments exemplify large relatively technologically-ad
vanced investments. 28 With construction investments a larger share 
of both knowledge and capacity is locally available. The Arvidsjaur 
study showed the local purchase to be 75% in the initial stage of the 
investment, which mainly consisted of earthworks and construction. 
This kind of work often demands material (fill, concrete) and 
capacity (building workers, transport capacity) which are available 
locally. Similar connections between goods and services on the one 
hand, and technologically more advanced goods and knowledge 
demanding services on the other hand, are shown in all of the 
studies. 

Investment magnitude and the capacity of local trade and industry: 
The investment magnitude and the capacity of local trade and 
industry are connected. With goods and services of a more common 
and uncomplicated character, the purchase is more a matter of prices 
and distance. A transport service can generally be carried out lo
cally. The regional differences in price are small and normal trans
port services do not require specific or unique competence. This 
means, therefore, that transport services are primarily bought 
locally. If the local capacity is insufficient the service will be bought 
from the nearest adjacent locality. Competence, capacity and price 
play a major role in cases with more complicated goods and services. 



32 

Size of the locality: The size of the locality gives an approximate 
idea of the local labour market and the capacity of trade and 
industry. 

Structure of trade and industry: The structure of trade and industry 
varies, even between localities of the same size. Significant examples 
of this are Sundsvall and Umeå, which are antitheses with regard to 
trade and industry. Sundsvall is an important industrial town, while 
Umeå focuses mainly on administration and education. Despite these 
differences, the share of local purchase in the empirical material 
does not differ between the two towns. This can be explained by the 
different characteristics of the investments. Sundsvall's industrial 
enterprises could supply the investments in the paper mill with a 
great number of goods and services. In Umeå the investment was 
more concentrated on construction work, goods (e.g. concrete) and 
transport services, which could all be bought locally. In those cases 
where more complicated goods and services were needed, the special 
goods and services were requested from localities where they were 
obtainable. The possibilities for local exploitation of special and 
technical competence were better in Sundsvall than in Umeå. 

The entrepreneur's buying strategy: A major entrepreneur uses 
contractors, besides his own employees and competence, for certain 
specialised services or the buying of goods. The contractor on his 
part also has sub-contractors. This is the actual buy-in or delivery 
chain. Price and quality of goods/services are major factors in the 
purchase, but there are also other factors that can influence the 
choice of supplier. This is particularly important when tender 
proceedings are not put into practice. Factors such as tradition, 
knowledge of people, reputation, specialist competence, reliability, 
security etc, also play a part. In the Umeå study (Stjernström 1990) 
neither of the two main entrepreneurs had their head offices in the 
region, which resulted in the non-local purchase of goods/services 
even though they were locally available. The entrepreneur explained 
that security was important and that a known supplier could be relied 
upon to deliver the right goods and services at the right time. In 
these cases the price was of less importance. 

Political influence: A certain degree of political control can 
influence the regional distribution of the purchase. Investments with 
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regional, industrial, or labour-market control by the government, 
can also influence the regional distribution. This especially applies to 
public investments. The governmental purchase proclamation which 
states that regional consideration may not influence the purchase can, 
in certain cases, be deviated from by government decision. 

Results 

In its final appearance, the logit model contained seven explanatory 
variables: 

-Simple basic services (dummy-variable) 
-Construction goods (dummy-variable) 
-High-technology equipment (dummy-variable) 
-Advanced consulting services (dummy-variable) 
-Magnitude of investment in US$ 
-Size of population in the investment municipality 
-Number of employees in the manufacturing industry of the 
investment-municipality 

The model was significant in the chi2-test and the confidence limit is 
95%. The intention with this confidence limit is to reduce the impact 
of the random factor. Two of the estimates had significant t-values; 
simple services and number of employees in the manufacturing indus
try. The construction products, population and magnitude variables 
also achieved t-values approaching the level of significance. Thus, 
there is a non-random connection between the purchase of simple ser
vice products and local purchase. 

Using a modified set of variables, a probability of 42% was also 
achieved by this model. This can be compared with the actual results 
of the three investments; Sundsvall had a local result of 52%, Umeå 
50% and Arvidsjaur 17%.29 The size of the investment has a major 
effect on the amount of the local purchase. If the size-variable of the 
model takes its minimum, the probability of local purchase will be 
50%. When the size-variable of the model takes its maximum, the 
probability of local purchase drops to a 30%-level. This answer 
comes up to the expectations related to the connection between 
magnitude of investment and local purchase. 
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The ß-estimates in the model have positive signs for both simple 
basic services and construction products, whereas high-technological 
equipment is preceded by a negative sign. An investment with an 
emphasis on simple basic services and construction products gives a 
higher probability for local purchase than an investment which con
tains a large share of high-technological equipment. It is difficult to 
obtain an idea of what effect advanced consulting services have on 
the share of local purchase, since this commodity is not represented 
in the logit model. From the negative ß-estimate value for high-
technological equipment one could assume that advanced consulting 
services would get the same sign, which means that an investment 
with a large portion of these two commodities would generate a 
lower share of local purchase. 

The character of the investment, whether it is a construction invest
ment or an investment containing highly specialized technology, is 
also of great importance to the regional outcome of the purchase. 
The relation between the different types of goods/service variables 
proves the statement that the share of local purchase is affected by 
commodity categories. An investment containing a great deal of 
technologically-complicated products and advanced consulting, gene
rates a minor economic outcome at the local level, in comparison 
with a construction investment. 

The two municipality-specific variables, population and number of 
employees in manufacturing industry, show interesting ß-estimates. 
The estimate for the population variable has a positive sign which 
can be interpreted, as meaning that when the population increases the 
share of local purchase also grows. Disregard the other explanation 
variables, an investment in a large urban region would give a higher 
share of local purchase, while an investment in a rural locality would 
give a lower share. Since the value of the ß-estimates are rather close 
to zero one has to be careful with the interpretation. Moreover, it 
should be noticed that they scarcely reach t-values which are signi
ficant at the 95% level (confidence limit). The variable 'number of 
employees in manufacturing industry' also has a positive sign. This 
means that an increase in this variable generates a positive effect on 
the share of local purchase. 
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The relation between the probability of local purchase and the 
municipality-specific variables cannot be analysed from a statistical 
point of view. With the few investment municipalities we have at our 
disposal, it is not possible to find connections between these variables 
and the probability of local purchase with reference to a big invest
ment. The results indicate, however, that the local conditions are 
important for determining the share of local purchase. 

If we use Arvidsjaur's structural prerequisites in the logit model (i.e. 
population, number of employed in various branches) and connect 
them to an assumed investment, the estimated probability of local 
purchase drops to 14.1%. The assumed investment corresponds to a 
mean investment compounded by all three. This prediction corre
sponds quite well to the observed outcome in Arvidsjaur. When the 
same calculation is made with the two other investments it shows that 
the results are very much in line with the Umeå investment (51%). 
On the other hand the results of the Sundsvall investment (71%) 
overestimate the actual outcome. 

A method of measuring goodness-of-fit of the different models is to 
analyse their log-likelihood values. If the log-likelihood value of the 
model, containing the investment specific variables, is compared 
with the model (which, moreover, contains the municipality-specific 
variables, population, and numbers of employed in manufacturing 
industry) the goodness-of-fit is worse in the former than in the 
latter. Evidently there is information in the model with both investment-
specific and municipality-specific variables which generates better 
goodness-of-fit. However, one has to be careful not to draw the con
clusion that the structural variables give this effect, since only three 
investments are considered. 

The aim of this study has been to show the connection between a 
large investment and the economic-geographical spread effects. The 
results show a significant relationship between, on the one hand, 
local purchase and, on the other hand, the invested capital together 
with the supply of basic service and construction products at the 
local market. 

With regard to the entrepreneur and his buying strategy, the Sunds
vall study (paper II a & b) illustrates, not very surprisingly, that 
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price is the most important factor when the entrepreneur selects con
tractors. Other important reasons are delivery time, the contractor's 
technical know-how, and good experiences of earlier contacts. On 
the other hand, factors such as regional considerations and personal 
relations do not appear to have any measurable importance. The 
conclusion is that rational reasons and common sense influence the 
entrepreneur when he selects contractors. It is possible, however, 
that personal relationships are also one of the underlying factors that 
influence the behaviour of the entrepreneur. The fact that a 
contractor is known makes him preferable to others, but the reasons 
for purchase can be specified as rational (price, product, etc). 

The importance of political influence is very difficult to measure and 
is therefore too complicated to represent in a quantitative model. 
When investments are supported by regional policy, the entre
preneur pays little attention to the region. When the Swedish govern
ment invests in areas supported by state aid, the entrepreneur has to 
follow the government purchasing proclamation, which states that 
products and services have to be bought on the open market. The 
government might, however, permit certain deviations from the 
purchasing proclamation. 

The densely-populated regions with relatively large numbers 
employed in manufacturing industries are 'winners' whereas the 
peripheral regions with a small population and a one-sided economic 
system are the 'losers'. The weak outcome for the regions in the peri
phery indicates some of the regional problems the government is 
facing. Large-scale investments supported by government regional 
policy in sparsely settled areas do not produce as large spread effects 
as investments in more densely populated regions. 

This condition can also be seen as a supplementary angle of approach 
to the social geographical problem, namely the small effects of large 
(regional policy) investments in rural sparsely-populated areas. The 
vision has partly consisted of a strong belief in the local and regional 
multiplier effects of larger direct investments. Investments, or the 
sums invested, will not be solely beneficial to the region, however, 
since they partly leave the region in the first purchasing stage. The 
problem becomes even more obvious when the investment is large 
and technically complicated. The local effects of the investment itself 
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will be small. Investments of a more simple character seem to have 
certain effect on the local economies of sparsely-populated areas. If 
the effects are followed over a long period of time the picture can 
become somewhat different. Investments in new infrastructure pro
bably have a positive influence on the local economy in the long run. 
The infrastructure itself creates new conditions for a positive 
economic development within other sectors in the region. However, 
the purpose of this study has not been to follow an investment over a 
long period of t ime. 

During recent decades, research focusing on regional theory has 
been trying to understand spatial change as historical and dynamic 
phenomena. Regions are products of a complex role play between 
internal and external forces that creates entirely new conditions for 
regional development (Schoenberger 1989). These conditions are 
affected by broad structural changes and changed macro-economic 
conditions at the international level. The historical changes in local 
development influence and are influenced by these all-embracing 
processes. 

From a broader point of view the results of this study may be con
sidered as an example of regional change affecting the outcome of 
investments in infrastructure or industry. The underlying structures 
influencing the local share of purchase in a region are by no means 
static. At the same time as they influence the actual outcome of an 
investment, the investment itself also changes the underlying struc
tural prerequisites for regional development. 

2.3 Conclusions 

The internationalization of different functions within SCA has cer
tainly altered the spatial pattern of the company. By 1960 the com
pany had established sales offices in Europe and America but for 
some time the production was entirely found along the coast of 
Norrland. Today more than 80% of the production units are located 
abroad. This evolution has also affected the proportion of domestic 
and international employment. At present, approximately two-thirds 
of the workforce is employed abroad, but the continuous expansion 
of SCA has not been to any large extent at the expense of dimin
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ishing domestic employment. In 1960 the concern had 15 000 em
ployees in Sweden and thirty years later in 1990 the corresponding 
number was approximately 11 000. Without expansion abroad, an 
alternative development may well have resulted in a faster decline in 
employment within Sweden due to limited technological upgrading, 
competitiveness, financial strength, etc. 

The spatial changes of different company functions have followed 
the commonly observed pattern; in the first phase sales units have 
been set up overseas, later on production plants have been estab
lished, and more recently some of the business group headquarters 
have been located in other European countries. The concern head
quarters has moved from Sundsvall to Stockholm, which may well 
be a first step towards an international location. The reasons for this 
move are often adopted as better possibilities for recruiting skilled 
staff and transport logistics. From previous research it is known that 
the tasks carried out by management personnel often require face-to-
face contacts, which implies frequent use of passanger transport 
systems, particularily air services. 

Nevertheless, the fact that the company has gradually become an 
international organization raises questions about underlying causes. 
A general point on this matter would be to argue that the inter
nationalization process is not primarily a result of a carefully 
prepared strategy, but an inevitable consequence of the inherent 
conditions within the industry. As the activities are capital intensive 
and benefit from large scale production, the need for financial 
strength necessitates even larger companies in order to maintain or 
improve competitiveness. There are, though, examples of small 
successful corporations which have been able to exploit certain 
niches. However, the general tendency seems to point towards fewer 
and larger entities implying a more extended spehere of corporate 
operations. 

An analysis with a higher resolution indicates that a forest-based com
pany differs from other sorts of industries as regards its process of 
internationalization and reveals different internationalization patterns 
for its various production groups. 
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There are several examples of large TNCs whose original national 
places of abode have gradually become diffuse and unclear. This 
development does not seem to be so evident within SCA and among 
the other Swedish forest-based companies, as the significance of their 
forest holdings still tends to affect the location of their major pro
duction units. This is not entirely due to the historical context, but 
also to new conditions within the industry. The extensive forest 
assets are definitely a competitive advantage in comparison with 
many other foreign companies, something which in the long run 
implies the creation of strong ties with the home country. Moreover, 
the Companies Act and the Land Acquisition Act have tended to 
restrict foreign ownership of Swedish companies. 

The pattern of SCA's internationalization is somewhat ambiguous 
since the character of its various activities differs. The 'forest and 
timber' business group is only represented abroad by their sales 
units, whereas 'hygiene' and 'packaging' produce more customer-
oriented products and therefore have their manufacturing 'mean 
centre' in close proximity to major European markets. As the com
pany is concerned with several types of commodities, ranging from 
raw materials to retail products, the spatial structure of the company 
becomes rather complex. 

Another aspect of the production location becomes evident when 
examining the 'graphic paper' group. An increasing demand for re
cycled fibre in a number of paper qualities has resulted in new 
locational conditions. The production of newsprint, for example, has 
gradually become more based on waste paper. As a consequence, the 
company benefits from investing in the Aylesford mill (London) 
since the 'new' raw material is found in densely populated areas. 
Previously, the Ortviken mill in Sundsvall was entirely focused on 
newsprint, but in 1990 one of the lines was exchanged for the 
technologically more advanced LWC-paper. At the time of writing it 
has been decided that another newsprint line is going to be replced 
by a new LWC-machine. Thus, the internationalization process with
in SCA does not only imply a general shift of production towards 
market oriented sites, but is also a selective process. Paper qualities 
that require first-rate wood f ibres tend to be produced in proximity 
to the natural source, whereas recycled fibre-based products and 
different sorts of retail products develop other patterns. 
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Apart from the above discussed factors, two other reasons for 
company internationalization have to be emphasized. The first is a 
matter of politics concerning Sweden's relationship to the European 
Community. As customs barriers and tariff walls impede f air compe
tition, Sweden's non-participation in the Community could present a 
disadvantageous scenario from the company's point of view. 
Accessibility to the large market within the EC borders was thereby 
endangered. In order to prepare for this contingency, SCA chose to 
develop a business organization capable of coping with such a 
scenario. The second reason is connected with the company's ability 
to compete in Europe with foreign corporations and investors - par
ticularly from North America. In order to forestall them, SCA has 
concentrated on strenthening its presence in the market. 

Although the internationalization process has had extensive effects on 
SCA it has also been shown that the concern still chooses to carry out 
major investment programmes in the Sundsvall district, the tradi
tional hearth region of the company. Since the activities of a domi
nating industry within a region create opportunities for a whole 
system of suppliers and related businesses there is an obvious risk 
for their decline as the dominating industry finds new paths of 
development. However, the forest industry still plays an important 
socio-economic role in the Sundsvall district and, as has been shown 
in this study, the local supporting businesses are capable of com
peting with suppliers from other parts of the world. Local suppliers 
are most frequently chosen and the size of their supply inputs range 
from small deliveries amounting to less than 5 million Swedish 
Crowns to more than 200 million. Almost 50% of the invested 
amount benefitted the local economy (paper II b, figure 5) and an 
investment carried out in the same mill a few years earlier showed 
similar figures (paper II b, figure 6). 

The results of a logit analysis indicate that there is a connection 
between local purchase and type of goods. In paper II (a & b) the 
'construction works and services' and 'electrical and control equip
ment' categories obtain positive coefficients, implying that an invest
ment of this character has a higher probability for local purchases in 
relation to the current case. The 'critical equipment' category shows 
the opposite result - high-technology products and advanced consult
ing services imply a low probability for local purchase. The results 
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of the logit model in paper III show similar outcomes. There does 
not appear to be any significant connection between local purchase 
and chioce of supplier, or between local purchase and the size vari
able. The general tendency of the size variable is that the probability 
for local purchases decreases as the variable increases. 

As regards the reasons for choice of supplier it became apparent that 
'price', 'delivery time', 'technical know how' and 'favourable deal
ings with supplier previously' are of uttermost importance. Other 
reasons such as 'Swedish company', 'regional considerations' and 
'personal relationships/trust' were given a low ranking. 

To sum up, it has been shown how one of Sweden's three major 
forest-based companies has evolved into a transnational corporation 
during the last three decades. This process has not, however, implied 
that the company has abandoned its region of origin. Some forms of 
production, such as sawmilling, still benefit from being located in 
proximity to the raw material and others, such as manufacturing of 
LWC-paper, benefit from similar location due to production require
ments. As long as the forest is a strategic asset for the industry differ
ent kinds of activities will probably remain within the Sundsvall 
district and thereby continue to create opportunities for supporting 
industries. 
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3. THEORIES OF SPATIAL ECONOMIC DEVELOPMENT 

This study relates to a number of major theoretical perspectives 
within economic geography. The separate articles contain theoretical 
discussions related to their aims and objectives, but here a broader 
perspective is adopted. 

3.1 Industrial location 

The character of industrial location studies has undergonegone 
through extensive alterations during the years when the subject has 
been an established item on the research agenda. The different 
approaches are very much a reflection of the conditions prevailing 
within the contemporary society. At the turn of the century, before 
the emergence of widespread corporate systems, the focus of such 
studies was on individual plants and the factors influencing their 
choices of location. The analyses aimed to indicate the optimal 
location against the background of certain criteria by using a 
deductive approach. Most writers in this field had a background 
within economics and, therefore, their work has been labelled spatial 
economic analysis. Another epithet in this tradition is 'normative 
industrial location theory' in which the 'normative' concept denotes a 
location providing the best economic result for the entrepreneur. 
The main lines of enquiries have changed and evolved within this 
tradition over the years and the discussion has gradually shifted from 
optimal solutions to spatial margins of profitability, hinting at the 
significance of sub-optimal locations. The emergence of the be
havioural approach was in a way a natural extension of these ideas 
and, moreover, various empirical studies found that the choice of 
plant locations seemed increasingly to be explained by "personal con
siderations over the more obvious and conventional factors such as 
proximity to raw materials". 30 At the same time, in the beginning of 
the 1960s, another line of thought evolved with the emphasis on 
multi-plant companies and corporate systems and the concept of the 
'geography of enterprise' was introduced by McNee in 1960. Since 
then geographers have payed close attention to the implications of 
financially strong transnational companies investing their resources 
on a world-wide basis. During recent decades critical voices have 
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been raised against the managerial perspective within existing 
approaches. As the 1970s and 80s in many Western countries were 
characterized by industrial stagnation and decline, the picture of 
companies spatially allocating and investing their resources was 
gradually replaced by a picture of declining industrial regions. In 
line with this development the structural approach 

suggests that studies of industrial location should have a 
greater awareness of the social implications of shifts in 
industrial activity and should consider more fully what 
groups are most disadvantaged by changes in employment 
opportunities and how inequalities are perpetuated by the 
functioning of the labour market and managerial hiring 
practices (Marshall, 1982, pp 1675-6). 

The structuralists propose a much wider analysis of the industrial 
location problem, implying an explanation of company strategies 
based on the economic context of the company and the function of 
the prevailing mode of production. 

3.1.1 Normative industrial location theory 

The study of locating industrial activities has been under debate for 
over 80 years. The general argument within the literature is that the 
starting point for this approach was made in 1909 when Alfred 
Weber published his famous book 'Über der Standort der 
Industrien'. However, Weber was most likely influenced by a num
ber of other German economists, who had made some contributions 
in the early 1880s.31 Until the 1960s most of Weber's followers 
were working within the normative school of industrial location 
theory, in which the search for the optimal location has been the 
major task. 

The essence of the Weberian model is to explain the location of indus
trial activities in the light of regional transport costs, labour costs, 
and local agglomeration economies. By analysing these factors it is 
possible to find a least-cost location for production, which is 
obtained by the use of isoline techniques. After the least-cost point is 
found, generally on the basis of transport costs, the analysis focuses 
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on possible circumstances under which labour costs and agglom
eration economies can justify a location elsewhere. 

Weber's analysis has been criticized in a number of ways. Some 
writers have raised the question of why the revenue is held constant 
and also queried the fact that the market is reduced to a single point. 
A company's choice of location can indeed affect its revenues. The 
role played by transport costs has also changed over the years, partly 
due to technological improvements. The transport costs represent a 
successively smaller portion of the total costs, which has given rise 
to the reformulation of his model. Other critical views have been 
expressed concerning the concept of agglomeration economies within 
Weber's analysis. Lloyd and Dicken (1972) put it this way: 

Although Weber's analysis is consistent with the rest of 
his location theory, it [the concept of agglomeration 
economies] is perhaps one of his weaker aspects, first 
because he failed to probe sufficiently deeply into the 
nature of agglomeration economies and, second because 
of his highly simplistic view of the mechanism of 
relocation in this context. It must be stressed that 
agglomeration economies differ from other locational 
economies, such as cheap labor or materials, in that they 
depend upon the coincident decision of a number of firms 
(Lloyd & Dicken 1972, pp.130-131). 

A situation of agglomeration economies does not always occur, since 
the least-cost points and their critical isodapanes as deduced from the 
Weberian analysis do not necessarily overlap. Even if they did 
overlap, the gains of relocating from the least-cost point to the 
'agglomeration point' are only achieved if all of the actors do the 
same. In the discussion of regional adjustment Maskell (1988) argues 
that the introduction of the agglomeration concept was connected to 
empirical findings showing an accelerating shift of labour towards 
the centre, combined with no flow of capital into the opposite direc
tion.32 According to the neoclassical equilibrium theory, applied 
within the geographical discipline, regional inequalities will diminish 
over time due to changes in factor costs. As the shift of labour 
towards the centre was so extensive the dominating theory was not 
able to explain this phenomenon without introducing the concept of 
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agglomeration economies. Thus, the concept can be regarded as a 
supportive hypothesis aimed at eliminating an irritating anomaly. In 
addition to this critique, Lundmark & Malmberg (1988) state that 
the concept of agglomeration economies is the part of Weber's 
theory which has been least called into question by his successors. 33 
However, Tord Palander and Edgar Hoover, who based their work 
on Weber's the theoretical findings, both reject his analysis of 
agglomeration economies on the same grounds as in the above 
quotation. 34 

The work of Weber has also met with more benevolence during the 
decades after the 1960s. Törnqvist (1977) has pointed out the 
continued strength within the traditional location theories. The 
problems they now face are due to a changing industrial environ
ment, since the isolated single firm is a rather rare phenomenon 
today. The interpretation of Weber has often focused on the formal 
parts of the theory, which conceal other lines of thought within his 
work. Andersson (1987) brings out Weber's approach to a location 
theory under capitalism, which is denoted a 'realistic' theory. 
According to Weber such a theory 

must... consider how labor is handled in the particular 
economic system which is studied. ... if we would explain 
fully the local grouping of the economic forces and the 
aggregation of population, we must ask what it mea ns for 
the local grouping of labor that labor is treated as a 
commodity (Friedrich 1929, p.226). 

This quotation contains the embryo of the critical standpoints to 
traditional location theory formulated in the 1970s. Consequently, 
Weber was not unaware of the changes in the space economy and 
showed a comprehension of broad historical features.35 

Within normative industrial location theory a Swedish economist, 
Tord Palander, made an important contribution to the further devel
opment of the location models proposed by Weber. Palander was not 
satisfied with the aspatial approach of general equilibrium theory, 
which caused him to formulate two theoretical questions concerning 
industrial location. First, "given the place of production, the com-
petetive conditions, factory costs, and transportation rates, how does 
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price affect the extent of the area in which a producer can sell his 
goods?" Second, "given the price and location of materials and the 
position of the market, where will production take place?"36 The 
first question about market areas provides a new dimension in 
comparison to Weber, who did not pay any attention to spatial 
competition. The point of departure in Palander's model is a situ
ation in which the prices at plants and freight costs vary. The spatial 
cost curve can be illustrated by the letter 'Y\ which may be altered 
in a number of ways. The price at the plant is given by the height of 
the 'leg' and the freight costs are shown by the gradients of the 
'arms'. Within this analytical framework it is possible to see how a 
company's delivered price differs spatially. In a situation where the 
spatial cost curves of two or more companies are combined, a land
scape of market areas evolves. Even if Palander's analysis focuses on 
market areas and delivered price for customers, it is still a variation 
of the supply-oriented theories. 

The second question is rather parallel to the Weberian work, but 
here Palander puts the emphasis on transport costs. The most 
important difference is connected to the relaxation of proportional 
transport costs. Within Weber's framework the series of isovectors 
are found at regular intervals from a particular node implying a 
linear relationship between distance and costs. Palander repudiates 
this condition by referring to empirical studies showing a tendency 
for marginal costs to decline with distance travelled. Against the 
background of this difference, Palander concludes that locations with
in the location triangle are not as probable as locations at the market 
or the raw material sites.37 

The works of Edgar Hoover are mostly concerned with the problem 
of market areas delimiting and his theoretical contribution is based 
on the ideas introduced by Weber and Palander. In line with the 
later, Hoover comes to the conclusion that the probability of finding 
a least cost location within the triangle is much less than at any of the 
nodes. This phenomenon is strengthened by the fact that loading and 
terminal costs diminish the attractivity of locations within the 
triangle. The locations of plants, therefore, tend to concentrate in 
proximity to markets, raw material sites or at strategical breakpoints 
in the transport network. 3 8 
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As the current study is occupied with questions concerning spatial 
changes within the Swedish forest industry, it is not out of place to 
mention a substantial and significant doctoral thesis by Lindberg 
(1951). The purpose of his study was to analyse the transport costs 
of a number of Swedish pulp and paper mills, using different kinds 
of isoline techniques. Lindberg is influenced by Palander in terms of 
geometric methodology, which he regards as being more applicable 
to geographical problems than the suggestions made by Weber. 
However, from one point of view Palander's approach is inadequate 
and that is with reference to the punctate character of the market and 
raw material sites. These ideas are not applicable to a situation where 
the raw material has to be harvested from a wide area, which is the 
case with forests.39 

The core of the problem becomes obvious when transport costs for 
ore and forest are compared. In line with the accepted methodo
logical framework within traditional location theory, the transport 
costs for a raw material at the node is zero, whereas the transport 
costs for a harvested commodity of a reasonable magnitude can 
never be zero. In order to exemplify the conditions for areal raw 
material production, Lindberg describes a situation where a number 
of production points are located within a major field of resources 
(i.e. forests). The required demand is fulfilled within a given radius 
from the mill, which means that the transport costs are a function of 
this radius. Figure 3.1 shows four alternative locations of this mill. 
As long as the required harvest area is situated within the major fiel d 
of resources (points a and b) the transport costs are kept to a mini
mum, but if the mill is located near the resource border or outside 
(points c and d) the harvesting radius increases. The constant need 
for raw material is the reason for an increased radius, which in turn 
gives rise to increased transport costs. 

The results of Lindberg's study illustrate that the least-cost locations 
for paper mills are in the inner parts of southern Sweden. However, 
these mills often have competitive disadvantages in relation to mills 
located along the coasts due to the ease and cheapness of communi
cations to the export markets. A major finding is therefore that the 
paper industry tends not to be as raw material-oriented as ex pected. 
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Figure 3.1: Areal raw material production. The circles refer to pur
chases of, for example, forests. Source: Lindberg (1951) figure 2. 

Until then far the analysis of industrial location problems had mainly 
focused on supply as the important variable. However, the pion
eering work of August Lösch, published in 1940, emphasized the 
role played by market demand.40 The purpose of his study was not 
merely to find the point generating the largest revenues, but to locate 
production so that the difference between total costs and total rev
enues is as big as possible.41 But this approach implies a much more 
complex situation for location analysis, since there is interdepen
dence between all locations. The point of departure for the analysis 
is therefore the formulation of some criteria which have to be 
satisfied in order to obtain a 'meaningful' and 'permanent'42 space 
economy.43 Lösch's analysis emanates in a system of hexagonal 
market areas showing the spatial organization of a certain industry 
providing the same sort of commodity or service. This outcome is 
derived from a demand curve put into a spatial setting, showing that 
demand diminishes with increased distance from the producer due to 
transport costs. Consequently, the space beneath the cone represents 
the total quantity to be sold within the market area. 

On the basis of this system, Lösch develops what he calls an 'econ
omic landscape', which is a combination of many industries, located 
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within the same space economy, producing different kinds of prod
ucts. To be able to bring order in this muddle of market areas Lösch 
proposes the following method 

Erstens legen wir die Netze so, daß alle wenigstens einen 
Mittelpunkt gemeinsam haben. Hier wird eine Großstadt 
entstehen mit allen Vorteilen einer bedeutenden örtlichen 
Nachfrage. Zweitens drehen wir die Netze um diesen 
Mittelpunkt so, daß wir 6 Sektoren mit vielen und 6 mit 
wenigen Erzeugungsorten erhalten (Lösch 1962, 3rd 
edition, p 86). 

The emerging pattern reveals city-rich and city-poor sectors around 
the metropolis and, as empirical evidence in support of his theory, 
Lösch presented the spatial organization of Indianapolis and Toledo, 
which exhibited similiar patterns. Although there are empirical 
findings supporting the existence of economic landscape, he has not 
eluded critical comments. As the theory focuses entirely on spatial 
differences in demand and disregards spatial cost variations, many 
later writers have regarded Lösch's contribution as another extreme 
position on the supply-demand scale. Moreover, Greenhut (1956) 
argues that Lösch's theory is incompatible with a competitive 
capitalist economy, as his criteria are only obtainable when assisted 
by state directives. 

To find the optimal location for an individual plant if both spatial 
costs and demand were allowed to vary simultaneously appeared to 
Lösch to be insoluble. However, in a number of monographs and 
articles published during the 1950s and 60s, Greenhut suggests a 
framework for integrating these perspectives. The discussion con
centrates on a number of causal factors; (a) cost, (b) demand, (c) 
cost-reducing, (d) revenue-increasing, (e) personal cost-reducing, (f) 
personal revenue-increasing and (g) personal factors.44 The last 
three factors are interesting since they hint at trains of thought that 
had not much attracted attention at that time. Personal contacts be
tween individuals affecting the choice of location via cost-reducing 
and revenue-increasing activities had not been an integral part of the 
theories formulated by his predecessors. The effects of personal 
considerations can also be interpreted as a minor dissociation of the 
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neoclassical perspective. Greenhut calls this phenomenon 'psychic 
income'.45 

Greenhut's theory proceeds from a position of locational 
equilibrium, since additional competitors gathering at the profit-
maximizing site will diminish profit levels. The characteristics of 
such equilibrium will be marginal revenues equated with marginal 
costs and a development of plants in such way that relocation of any 
plant will bring about losses.46 

As the economic man assumption was increasingly brought into 
question, new location models came to the forefront of the debate. 
The need to find revenue-maximizing or cost-minimizing locations 
was toned down and the concept of spatial margins of profitability 
was introduced as an alternative approach. According to Smith 
(1981), who developed this model, costs and revenues vary spatially 
which results in an economic landscape of profit-generating 'islands'. 
In this way the possible location alternatives become far more 
numerous, which tends to fit complex location patterns in the real 
world more adequately. As the spatial cost and revenue curves vary 
over time locations may well become sub-optimal. The entrepreneur 
at an existing location may land up in a loss-generating situation, or 
find himself unable to compete with competitors located at sites with 
better cost-revenue relationships. 

Efforts to integrate variables on both the cost and demand side were 
also made by Walter Isard during the 1950s and 60s. The purpose of 
his work is to formulate a basis for a general location theory, 
drawing upon the findings of von Thünen, Weber, Predöhl, Weig-
mann, Palander and Lösch.47 In line with Weber's framework Isard 
employs the locational triangle, but here in order to obtain locational 
equilibrium under 'transport orientation'. As Isard bases his location 
theory on general economic theory, in which the substitution 
principle is inherent, the location point is connected to a transform
ation relationship between transport inputs.48 Given certain 
assumptions about freight rates, required quantities and production 
distance from one of the nodes of the triangle, the analysis aims at 
determining the optimal location along the resultant arc. 
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Isard calls this arc a transformation line and the degree of substi
tution of the transport inputs is reflected by the locational position 
on the line. However, in order to be able to f ind the optimal location 
price-ratio or iso-outlay lines have to be drawn, based on required 
inputs and proportional transport rates. The optimal location is 
therefore found where the transformation line is tangent to the iso-
outlay line, which indicates that there is nothing to gain by substi
tuting one input for another. In order to obtain the final location this 
procedure is repeated with the two other nodes. 

This theory does not only embrace transport factors, however, but 
also labour costs, market area conditions and agricultural Hand use. 
Isard proposes a gradual development of his ideas in a graphic 
synthesis, starting with a situation in which the consumers are found 
at different points. Later on, a cheap-labour location and a number 
of material sources are added. Within this framework Isard shows 
where production is located, given the consumer markets. As it is 
realistic to assume that plants have different production capacities, he 
introduces economies of scale which, in turn, reduce the number of 
plants. Eventually, the analysis focuses on urbanization and 
economies of localization, which provide a clustered spatial pattern. 
From this point of departure it is possible to integrate Lösch's econ
omic landscape and the land use models proposed by von Thünen.49 

3.1.2 The behavioural approach and geography of enterprise 

The behavioural approach to industrial location, together with the 
geography of enterprise approach proposed by McNee in 1960, are 
both crucial to the prevailing ideas of location theory as formulated 
by neo-classical economists. These approaches do not merely have 
certain objections in common, but also have some similar roots of 
origin. McNee (1960) points out the emergence of major dominating 
corporate systems implementing strategic decisions that affect 
various branches of economic activities. The focus shifts towards cor
porate decision-making processes, organization and objectives, which 
is tangent to the behavioural perspective. 50 This perspective, in turn, 
draws upon the findings of Simon and March, two administration 
theorists who, in the late 1950s, published a number of works in 
which they criticize the notion of economic man. According to them, 
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the omniscient economic man only exists in theory, but his counter
part in reality is called satisficing man, a being who is based on the 
postulates of a bounded rationality. The limited amount of known 
information and the difficulties connected with using this infor
mation optimally are imbued with the decision-makers' activities. 

Within the literature of industrial location previous writers had only 
briefly considered the possibility of locational decisions selecting 
sites not indicating a economic optimum, and made no attempt to 
explain the phenomenon. 51 The advances of Pred (1967 and 1969) 
are to all appearances the major pioneering contribution within this 
field. Pred's behavioural matrix does not break entirely with the 
normative tradition, as the matrix incorporates a large number of 
combinations (degree of information and ability to use information) 
showing possible decision-makers ranging from ignorant individuals 
to economic men. A decision-maker's position within the matrix 
indicates the likelihood to make an economically optimal location 
decision, but there is, however, no automatic function saying that 
full information and excellent ability to use it imply optimal 
locations. Simultaneously, other actors poorly equipped with infor
mation might be lucky and locate nearby an optimum. The purpose 
of Pred's matrix is to provide a model that captures all the nuances 
of the real world better than the more or less deterministic nor
mative models. 

Critical points of view have been raised concerning the matrix. To 
be able to operationalize, numerical values have to be attached, but 
such progress does not provide any conclusive clues regarding the 
actual location question. Moreover, the variables (information and 
ability to use information) are probably closely correlated, for an 
actor having much information is more able to benefit from the 
acquired information. 52 The contribution of the behavioural ap
proach providing necessary insights of the location problem has been 
regarded by some writers as an interesting complement to the tradi
tional normative approach, but its capability to predict or evaluate a 
company's locational behaviour has yet to be demonstrated.53 

However, the behavioural approach is undoubtedly relevant as it 
sheds some light on the agency-versus-structure dichotomy. This 
discussion became far more intense during the late 1970s and 80s, 
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and the behaviourists have clearly brought individual actions to the 
forefront. One such contribution focusing on human actions has been 
proposed by Carlestam (1986). His tentative 'action theory' provides 
a description of human actions. 54 A human manifestation expressed 
as an action might be penetrated by six questions; 'what was done', 
'when was it done', 'where was it done' 'who did it', 'how did he/she 
do it' and 'why did he/she do it'. These questions are more or less 
consciously answered continually, which implies a restricted space of 
action. The space of action - or more comprehensibly expressed 
'what can he/she do' - is determined by the temporal conditions of 
the concurring questions. The empirical setting in Carlestam's thesis 
is the evolving society of Sandviken, based on an old established 
steelworks that successfully introduced the new Bessemer method. 
As the prerequisites of the present time set limitations to possible 
actions, the location of this steelworks is thus contextually connected 
to the then prevailing conditions.55 

As discussed above, the geography of enterprise approach proposed 
by McNee is influenced by the bounded rationality concept devel
oped within administration theory. However, the roots of the geo
graphy of enterprise also go back to the work of Vidal de la Blache, 
the foremost representative of the French school of regional geo
graphy. McNee argues that 

the geography of the firm is an attempt to go beyond the 
analysis of mere things in economic geography to a 
consideration of man himself and his social organizations 
and institutions, subjects normally treated more 
thoroughly in cultural or social geography than in 
economic geography as such. ... If one carries the views 
of Vidal de la Blache to their logical end and applies 
them to modern urban-industrial world, it is difficult to 
escape the conclusion that the most important single 
institution in the urban-industrial genre de vie is the 
modern corporation (McNee 1960, p 201). 

Just as the French regional geographers put the emphasis on the 
region as an object of analysis, so the economic geographer should 
concentrate on the modern corporation. As a criticism of the nor
mative tradition, which almost exclusively paid attention to the 
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single-plant firm, McNee argues that the decision-making within 
small or medium one-plant firms differs tremendously from that in 
major multi-plant corporations. 56 Krumme (1969) emphasizes the 
necessity of approaching the phenomenon of enterprise from differ
ent directions. The enterprise consists of a combination of monetary, 
technological and human components which together provide a much 
more reliable picture than that given by traditional spatial econ
omics. Krumme points out that 

the neglect of 'enterprise ' as a combination of monetary, 
technological, and human components seems to have been 
due to the predominance of economic thinking with 
deterministic mono-causalities. This economic 
determinism resulted in a preoccupation of economic 
geographers merely with geographic implications of 
optimal combinations of productive factors rather than 
with the underlying forces and the decision-making 
processes themselves (Krumme 1969, p 30). 

The quotation indicates a pronounced connection with the behav
ioural tradition and, once again a critique is expressed against the 
normative industrial location theory. However, despite the fact that 
both McNee and Krumme have certainly provided an alternative per
spective on industrial location, an explicit definition of the geo
graphy of enterprise approach has been conspicuous by its absence. 
More recently Hayter and Watts (1983) have suggested that the 
geography of enterprise is 

the study of the influence of the policies and structures of 
multiproduct, multiplant enterprises on changes in 
industrial location and on processes of regional economic 
development (Hayter & Watts 1983, p 157). 

This definition of the geography of enterprise involves a more 
detailed discussion of the business organization. The need for pene
trating business organizations has been increasingly accentuated as 
the capitalist economy has gradually moved away from a situation 
where single plant firms operate within markets characterized by per
fect competition. Today the economic power is gathered within the 
hands of a relatively small number of actors, which indicates the exis
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tence of an oligopolistic competitive structure. However, since com
panies vary considerably in magnitude (implying different financial 
resources, know-how, market relations, etc) their decisions will have 
different effects on their spatial pattern. According to this line of 
thought, the location of industrial activities is not merely a matter of 
corporate inputs and outputs in terms of materials, labour, finished 
and semifinished products. Their strategic behaviour of a company is 
just as important. 

Ansoff (1987) suggests that the strategic behaviour of business 
organizations is principally a matter of three types of business 
decisions operating on different levels. Strategic decisions incorpo
rate long-term and fundamental decisions which are related to the 
general policies of the company. Below this level are the operating 
decisions which constitute the practical implementation of stipulated 
policies. At a third level, the administrative decisions take care of the 
coordination of internal and external flows of raw materials, semi
finished and finished products, etc. 57 Within the context of a forest 
company a strategic decision might be to start producing another 
paper quality. The introduction of LWC-technology at Ortviken is 
one such example, but the production volume of LWC-paper at this 
plant is, however, an operating decision. The organization of the 
day-to-day work at the production line exemplifies administrative 
decisions. 

Thus, business decisions nest at different levels within a hierarchy, 
but strategic decisions such as the introduction of LWC-technology 
are probably more significant from a spatial perspective. The spread 
effects of the investment indeed have implications throughout the 
space economy, as discussed above. In turn, the concepts of cor
porate and competitive strategies are the result of a subdivision of 
the term 'strategy'. "Whereas corporate strategy involves decisions 
about the organization as a whole, competitive strategy is more 
likely to be related to a unit within the whole". Competitive strategy 
is more precisely "about how to compete in a particular market".58 
The maintenance of profitability and market shares is firmly coupled 
with the corporation's ability to maintain achieved competitive 
advantages in relation to rivals. 
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The concept of competitive strategies may be further subdivided. 
Porter (1985) has suggested three 'generic' strategies which are 
applicable to business operations. In order to sustain its competitive 
advantage the corporation must successfully implement one of three 
different strategies: cost leadership, differentiation, and focus. The 
first strategy simply implies being a cost-minimizer within the 
industry. The second strategy emphasizes the benefits of possessing 
different products or qualities that make the corporation unique. The 
third strategy, which Porter terms 'focus', aims at applying one of 
the other two strategies on either a broad or a narrow front. Com
panies that concentrate on particular groups of customers or specific 
segments within a production process have chosen a focus strategy.59 
During the 1960s and 70s, SCA focused on standardized production 
and developed an adapted form of organization. More recently, the 
company has tended to shift towards a differentiation strategy, as its 
product assortment has become more varied and specialized. 

Nevertheless, competitive strategies may also be implemented in 
combination with strategic directions that vary along market and 
product dimensions. Markets can either be existing or new and the 
same goes for products, which permits the construction of about a 
two-times-two matrix.60 if a company chooses to operate by 
developing both new markets, and new product assortments, Ansoff 
(1987) terms this strategic direction 'diversification'. 

In turn, a diversification strategy may be subdivided into either 
related or unrelated diversification, which is connected to the 
company's 'value chain'. A value chain is constituted by the collected 
operations needed to produce a product or service. The related 
diversification strategy is composed of vertical and horizontal inte
gration. In general the vertical dimension extends from raw 
materials to retail business, but also the incorporation of linked ac
tivities such as machinery manufacture, product design, transport 
and repairs may be regarded as vertical integration. The horizontal 
integration strategy concerns, for example, acquisitions of 
competitors dealing with complementary and competitive operations. 
Conglomerate diversification, which is an unrelated diversification 
strategy, results in a situation where the company possesses an 
umbrella of production processes and assortments that have nothing 
in common.6i 
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Figure 3.2: Strategie directions. Source: Dicken & Lloyd (1990). 

The evolution of SCA does not reveal many examples of unrelated 
diversification strategies. However, in the beginning of the 1970s 
SCA bought Mölnlycke AB, which originally derived from two 
textile firms that were founded in the middle and late 1800s. In 
1960, by means of certain technological breakthroughs, SCA had 
itself developed and started producing a sanitary towel; but by 1972 
the company had reached a point where it had to choose whether this 
subsidiary should be sold or incorporated into a larger company 
within this product field. The latter alternative was chosen and the 
acquisition of Mölnlycke meant that SCA was suddenly involved in 
activities that had no connection to wood fibre. Some of these activi
ties had to do with the production of fibreglass and plastic pleasure 
craft, ready-made clothing and a subsidiary dealing with data pro
cessing within systems based on communication between user and 
computer via the telephone network.62 

These cases provide a number of examples of unrelated diversifi
cation, but the marine division and some other subsidiaries were 
gradually divested by the company. However, related diversification 
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strategies in terms of vertical and horizontal integration are much 
more numerous, which is illustrated by the acquisitions made by the 
company over the years.63 

The geography of business organizations is frequently complex and 
difficult to grasp, which has obstructed the formulation of general 
principles. A large number of the contributions within this field are 
based on case studies in which the findings indicate certain tend
encies.64 Headquarters, i.e. where the strategic decision making is 
carried out, tends to be more frequently located within urban areas. 
Pred (1974) suggests that this tendency is a result of the need for 
face-to-face contacts between management representatives as well as 
quick communication facilities. It has been shown that the role 
played by personnel at the top of organizations is often characterized 
by nonroutine assignments, such as negotiations and bargaining 
procedures with colleagues from other business organizations, 
politicians, public officials, etc. 

The significant frequency of headquarters within urban areas is 
largely paralleled by the location of corporate research and develop
ment functions (R&D). There are obviously different sorts of R&D 
organizations but many of them tend to have close contacts with their 
headquarters which often gives rise to common locations. Malecki 
(1979) indicates that proximity to universities and other research 
institutions might affect the location of corporate R&D functions. 
Another aspect of this matter is connected to the requirements of 
highly skilled personnel, who often prefer the broad range of 
activities that only larger metropolitan areas are able to offer. The 
geographical patterns of production plants are considerably more 
volatile than the patterns of the other two corporate functions. In 
general production plants tend to be more widely dispersed which 
inter alia, has to do with labour skills, raw materials, technology, 
and production logistics. As production processes have different 
characteristics in terms of these aspects, the conditions for spatial 
patterns vary enormously. In some cases the production personnel 
have more or less unique qualities and skills that may bring about 
plant locations where these people choose to live. The opposite 
situation might occur if the production process is characterized by 
the manufacture of mature products that require unskilled labour. 
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In 1966 Vernon proposed a 'product life-cycle' model, focusing on 
the changing characteristics of products over time. During its life
time each product undergoes different phases - early development, 
growth, maturity and obsolescence - and during these phases pro
duction is imbued with different characteristics. In the early phase 
there are few companies, fast-changing techniques, dependency on 
skilled labour, short runs and insufficient knowledge about the 
demand. The growth phase is characterized by a large number of 
firms, frequent mergers, mass production and price competition. 
When the product has matured its production can be described in 
terms of declines in the numbers of firms and in labour skills, mass 
production with stable techniques, and price competition through 
developed market techniques. 65 The spatial implication of this is a 
tendency for production to shift from core to periphery as the 
product gets older. Using this product life cycle perspective some 
empirical studies have shown that, as products reach the late growth 
and maturity phases, production has indeed shifted from traditional 
industrial centres to peripheral regions where labour costs are 
lower.66 However, the product life-cycle has been criticized for 
being too generalized and unable to explain the length of the stages 
defined within the model. Further critical standpoints are formulated 
by Storper (1985) who argues that the product life-cycle model 

suffers from a major weakness, which is that [it] takes a 
given set of empirical characteristics of economic 
behaviour in a particular period of time and assume that, 
by abstracting on the basis of them, the underlying causal 
processes of organization, location, and thus the 
possibilities of regional development can be identified 
(Storper, M. 1985, p 260). 

Within the tradition of geography of enterprise much attention has 
been paid to the product life-cycle model, but the opposition voiced 
by Storper is not as comprehensive as Walker's (1989). In his article 
entitled: "A requiem for corporate geography..." he questions the 
foundations of the approach. The study of corporate organizations 
and their decision-making does not provide satisfactory explanations 
for the patterns of today's space economy and, in addition, the 
'enterprise' geographers have failed to distinguish the 'causal powers 
of large firms from those of capitalist development in general'.67 
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According to Walker the explanatory failures of geography of enter
prise are grouped around four major hypotheses; spatial biases of the 
large firm, corporate spatial divisions of labour, corporate branch 
plants and regional development and corporate spatial expansion. 

Spatial biases of large firms imply that these show different spatial 
patterns from those of small firms. Among other things, this phenom
enon is a result of internal linkages within large corporations, 
making external procurements superfluous. However, there are very 
few studies which show different spatial patterns among small and 
large companies within the same industry. The same situation seems 
to be prevalent as regards intra-corporate linkages and internali
zation of commodity flows.68 The hypothesis of corporate spatial 
division of labour refers to the differing spatial distribution of 
headquarters, R&D functions and production plants. This tendency 
suggests a separation of administrative functions from manu
facturing, but this phenomenon is not found only within the sphere 
of large corporations and explanations must also be sought else
where. Just as important is the process of social division of labour, 
which may be expressed in terms of 

unequal power among industrial capitalists [emanating 
into] subcontracting hierarchies; the power of the 
financiers over manufacturers; labour force valuations 
based on skill, bargaining power or gender (Walker 
1989, p 48). 

Within the geography of enterprise tradition, corporate branch 
plants have often been considered to be disadvantageous to regional 
growth, as they generate low income multipliers and, in addition, 
provide insecure employment. 69 This standpoint is refuted by the 
fact that few studies have been able to show that branch plants 
generate lower regional multiplier effects than small domestic 
companies. On the contrary, there are examples of studies indicating 
that branch plants have positive effects on local economies.70 

The fourth, and last, hypothesis which is opposed by Walker 
concerns corporate spatial expansion. Taylor (1975), Watts (1977) 
and Håkanson (1979), for example, have presented models that re
flect the spatial evolution of multiregional corporations. According 
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to Walker, these models are in many cases merely applicable to 
segments within an industry, making them rather powerless as tools 
for analysis. This is also true as regards the promotion of 'organi
zational behavior over the more fundamental process of industriali
zation'.71 

Thus, the major criticism of the geography of enterprise approach is 
addresses to its disproportionate emphasis on corporations (specifi
cally the large ones) and their strategic behaviour. The spatial 
imprints made by corporate organizations on the space economy 
have not yet been distinguished from the general consequences of 
capitalism. Although a great number of today's TNCs are extremely 
powerful and financially as strong as many nation states, they are 
after all merely parts of a greater entity - the capitalistic mode of 
production. However, Dicken (1993) repels Walker's attempt to 
formulate a requiem for geography of enterprise by arguing for its 
legitimacy and the need for continued research into organizations. 
Moreover, further interaction and collaboration between those who 
advocate organizational studies and studies of production systems 
will be necessary in order to cope with future research problems.72 

3.1.3 Radical perspectives 

The above-discussed criticisms formulated by Walker, Storper and 
many other researchers during the last decades, are contributions 
that stem from a more general scepticism regarding neoclassical and 
organization-oriented thinking. In the light of an ongoing and funda
mental restructuring process within many sectors of the advanced 
capitalist nations, 73 several economic geographers started debating 
alternative approaches. Within the literature, Massey's article; 
"Towards a critique of industrial location theory", published in 
1973, is considered as one of the pioneering works on this theme. 74 
Her objections focus primarily on the problems connected with a 
completely autonomous location theory that excludes historical pre
conditions and spatial consequences of capitalist dynamics, which in 
turn create reinforced socio-economic problems. 

The study of new location theories offers a variety of designations 
such as radical, critical, structural and realist, which obviously re-
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fleet widespread discussion. 75 The writings of radical geographers in 
the early 1960s often indicated liberal attitudes through ways of 
thinking and the acceptance of an established market.76 However, the 
radical geography sketched out by Peet (1977) expresses a more 
biting critique of contemporary society. 

The process of capitalist production has inevitably 
generated class inequalities [and...] persistent inequality 
has erupted into domestic social and spatial problems 
which are becoming impossible to contain and control. 
[...] The imperalistic use of the Third world [...] has 
generated several kinds of response there, from wars of 
liberation to escalating the price of energy material, 
which now injure the economies of the leading capitalist 
countries. [...] The need to constantly expand production, 
coupled with destructive commodity attitudes toward the 
environment, is leading to a series of crises ranging from 
resource shortages to pollution of regional and national 
environments  (Peet  1977,  p i ) .  

Moreover, Peet's rewrite of his article on poverty (1972 and 1975) 
shows a transformation from a liberal to a marxist position and his 
shift towards new perspectives is at this time paralleled by o ther geo
graphers; compare for example Harvey's "Explanations in Geo
graphy" (1969) and "Social Justice and the City" (1973). As marxist 
theory is an active component within the radical approaches there is 
a connection to the philosophy of structuralism, of which Marxism is 
one variant.77 In turn, the term structuralism comprises a number of 
different lines of thought in which Marxism is characterized by a 
'structure as process' typification. Observable phenomena within the 
space economy, for example, do not show their true face since they 
are merely visible imprints of underlying mechanisms inherent in 
the capitalist mode of production. This epistemology presupposes an 
ontology of thought that is linked to a methodology based on theory 
construction. Structuralist theories may well elaborate on observed 
phenomena, but they cannot be tested in a positivist sense as immedi
ate evidence of the structures is not available. The outcomes of 
empirical studies are, therefore, rather limited.78 
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Part of the research carried out within the marxist tradition is based 
on the philosophy of realism that is associated with a number of 
works by Roy Bhaskar. Like structuralists, realists identify a number 
of levels of analysis; the real, the actual, and the empirical. The real 
level is characterized by structures that are not apprehensible but 
necessary to society's operations. An example of this level is 
provided by the inherent principles of the capitalist mode of 
production. Say er (1984) points out that social sciences are seldom 
occupied with closed systems that would permit law-like generali
zations. As closed systems must comprise invariant mechanisms and 
a situation where the relationships between these mechanisms are 
constant most systems are open. A capitalist society may well be 
replaced by another mode of production which implies that real 
structures can be affected by human actions. Such actions constitute 
the actual level of analysis. The visible perceptions of the decisions 
made at the actual level are finally found at the empirical level. In 
line with positivism, the realist approach focuses on explaining 
events and attempts to derive their causes, but the frequency of an 
event does not provide any causal explanations. 79 Some critics argue 
that the advocates of a realist approach have not yet been able to 
present how such a research programme is supposed to be imple
mented, and maintain that there are certain aspects of realism which 
are reminiscent of empiricism.80 

However, the 'structure as process' type of structuralism assumes 
that the structure itself is continually transformed by virtue of the 
societal changes caused by dialectical processes. The role played by 
the human agency is restricted, something that has been critisized by 
Bhaskar's realist philosophy and Giddens' related theory of struc
turation. Structure can be both enabling and constraining in relation 
to human agency, and there is a mutual dependency between them. 
The implication of this is that in the process of societal change 
human actions must be recognized to a greater extent. The ultimate 
purpose of the theory of structuration is to create a bridge between 
structuralist and humanist approaches, of which the latter focuses on 
the intentional acts of human agency.81 

A general view among the radical lines of thought is that there is an 
interdependency between space and social relations. Massey (1984) 
opposes what she calls the 'correlation of maps' approach which 



64 

"looks at the surface phenomenon and conceptualises it in terms of 
its pattern as a surface". 82 This approach is inadequate, s ince social 
processes have spatial outcomes and space itself is 'socially con
structed' . From an economic-geographical perspective it is important 
to relate the process of production to geographical analyses, thus 
forming the basis of a spatial division of labour approach. Spatial 
inequalities are considered to be a result of social relations (in terms 
of ownership, control, function, etc) linked to the dynamic evolution 
of production processes. 

The spatial division of labour approach, primarily associated with 
Massey's work (1979, 1984)83, draws upon lines of thought that 
originate from classical Marxism. As early as the late 1800s Lenin 
observed the phenomenon of territorial division of labour, which he 
defined as "the specialisation of certain districts in the production of 
some one product, of one sort of product and even of a certain part 
of a product". 84 Although there is an obvious connection to marxist 
thinking, Massey is critical of the existing demarcation line between 
theoretically and empirically oriented studies. She argues that the 
spatial division of labour approach 

adopts a mode of explanation which tries to break with 
the dichotomy between formal models and empirical 
description. It recognises underlying causal processes, but 
recognises, too, that such processes never operate in 
isolation. For it is precisely their operation in varying 
combinations which produces variety and uniqueness. 
The particular nature of capitalism in specific countries, 
the very different ways in which different parts of the 
economy respond to the general situation of economic 
recession, the very different impact which the entry of 
particular forms of economic activity can have on 
different regions and local areas: all are 'products of 
many determinations' (Massey 1984, p 6-7). 

Thus, this approach aims to provide a theoretical framework for 
integrating empirical investigations and theories operating on a 
macro level, such as Marxism. From this point of departure Massey 
puts the emphasis on industrial organization and the unique pre
conditions of places. As a result of her empirical research three 
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examples of spatial structures are defined: part-process, cloning and 
locationally-concentrated spatial structures. However, these absolute 
typologies are not primarily elaborated as models for empirical 
investigations but "...what it means to say [is] that the relations of 
production can be spatially organised in a variety of ways, and 
indicate a means by which the complexity with which empirical 
analysis is faced can be approached".85 The different spatial 
divisions of labour are, therefore, a result of various organizational 
structures with their specific labour relations. Parallel to industrial 
organization, the unique combination of existing conditions within 
places is found to be of great significance for the restructuring pro
cess. The history of specific places can be compared to layers in 
which rounds of investments creating new forms of activities are 
found. 86 

The role played by investments is indeed of vital importance to this 
approach. The spatial mosaic of economic activités is in the long run 
dependent on where the capital owners choose to invest their re
sources.87 Walker & Storper (1981) argue that location theory must 
be regarded as a part of investment theory which, in turn, constitutes 
a part of a general theory of capitalist accumulation. Thus, invest
ments and divestments have to be incorporated within the broad 
sphere of the political economy. 

The uniqueness of places is also emphasized by the labour theory of 
location proposed by Storper & Walker (1983). They argue that the 
importance of non-labour 'factors' has decreased as a consequence of 
improved transport technology, production technology, expansion of 
raw material resources, etc. By drawing upon Marx's labour theory 
of value it becomes evident that the nature of the labour commodity 
is quite different from other types of commodities that capitalists 
procure. The spatial variety of labour costs, degree of unionization, 
productivity, skills, local unemployment, internal divisions within 
the working class etc, creates an economic landscape full of 
nuances.88 However, both the spatial division of labour approach and 
the labour theory of location, (which promote links to empirical 
investigations) have been subjected to criticism from those who see 
these works as neglecting the need for the further development of 
general theory.89 
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The lines of thought discussed here only reflect a small part of the 
current debate on location theory. This is also the case concerning 
the behavioural approach, geography of enterprise and the neo
classical tradition. However, this first section has hopefully been able 
to pin-point some of the conceptual dividing lines that have imbued, 
and, indeed, continue to imbue this field of enquiry. The next section 
in this outline concerns some models of economic development. 

3.2 Models of regional economic development 

Although the history of geography reveals numerous attempts to 
identify similarities between places and various phenomena, the 
overall picture of the world reflects a very heterogeneous reality. 
Conditions for economic development are not evenly dispersed 
which gives rise to problems stemming from these variations. Prob
lems connected with economic development exist at different scales, 
thereby implying various kinds of theoretical approach. Keeble 
(1967) depicts a typology in the form of a matr ix. The models are di
vided into a non-spatial group and a group of models "...accounting 
for unequal spatial distribution of economic development within a 
given area".90 Both groups have conceptual and mathematical 
branches. The other axis of the matrix denotes a division into supra
national, national and sub-national groups. On the whole this makes a 
four-times-three matrix that consists of twelve possible combi
nations. Not all of these combinations are discussed within this con
text, however, but among the models on the national scale Rostow's 
stage model and Myrdal's regional income inequality model have 
received much attention. 

Rostow's non-spatial and conceptual model is based on five different 
chronological stages of economic development, within which all 
nations can be positioned. These stages are termed 'the traditional 
society', 'the preconditions for take-off',' take-off', 'the drive to 
maturity' and 'the age of high mass consumption'. The traditional 
society's access to technology is limited and there is a prevailing 
scepticism regarding science. The second stage of initial precon
ditions is characterized by exogenous influences that create a breed
ing ground for investment and social change. The take-off stage is 
reached when the "economy and society are transformed in such a 
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way that a steady rate of growth can be, thereafter, regularly sus
tained".9! This growth is supposed to be generated by a few key 
manufacturing sectors. Within the fourth stage the new economic 
situation is transferred to other parts of the economy. The stage of 
mass consumption is reached when the dominance of the initial 
industries gives way to industries occupied with the production of 
durable consumer goods. Rostow applied his model to a number of 
countries throughout the world and found a general correspondence. 

The critique against Rostow's stage model focuses on its all-
embracing character and its inability to specify the mechanisms that 
link the stages. Other critical standpoints have questioned the feasi
bility of empirically identifying periods of sharply rising invest
ments rates and raised problems associated with separating the diffe
rent stages from each other. 

Myrdal's spatial model of regional income inequalities within 
countries is a response to the statements of neo-classical thinking. Ac
cording to equalization theories, regional imbalances are resolved by 
the migration of economic activities to poorer regions which have a 
lower cost level. Myrdal argues, however, that it is more likely that 
regional imbalances are reinforced by the accumulation of furthe r ad
vantages. The consequences of the cumulative causation process are 
often connected to backwash and spread effects that affect adjacent 
regions. 

In accordance with Keeble's typology, another model within the 
group of national-scale spatial models is Friedmann's development 
model, which draws upon findings from studies in Venezuela. By 
incorporating the concepts of spread effects, backwash, vicious and 
virtuous circles, Friedmann develops a stage model that shows how a 
pre-industrial structure characterized by small regional enclaves 
gradually transforms into an interdependent system of urban areas. 

The problem of regional income inequalities has indeed challenged 
many scholars, resulting in a number of theoretical models. A few 
years after Myrdal published his work, an American economist 
namned Hirschman, presented similar ideas on the same theme. 
However, these contributions are not the only approaches dealing 
with this phenomenon. Some methods of regional analysis emphasize 
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the interrelations of the sectors within a regional economy. Eco
nomic actors procure and sell commodities and services to each 
other, which implies that economic changes within one branch of the 
system generate effects for the remaining parts. These effects do not 
necessarily have to be expansionary, but they indicate what is usually 
termed multiplying effects. The fundamental method for investi
gating multipliers is the economic base analysis (basic-nonbasic), 
which distinguishes between primary industry (basic) and service 
industry (nonbasic). 92 The spatial framework is an isolated region. 
The underlying principle of the analysis is that the possible economic 
growth of a region is based on commodities or services which can be 
exported. The basic sector is not necessarily constituted by the 
traditional primary and secondary sectors of the economy. 

Nevertheless, the basic industry exports its production, which pro
vides means for supplying the total population. People employed 
within the basic industry demand different sorts of products and 
services that create a basis for a service industry. Those working 
within the service industry also require products and services which, 
in turn, implies further demand. As this process continues the 
additional demand gradually decreases. The regional multiplier is 
often expressed in terms of total employment in relation to 'basic' 
employment or change in total employment and it has been applied 
as a tool for estimating economic effects on a region resulting from 
expansions within the basic sector. If the relative proportions be
tween the export and service sectors are assumed to be constant over 
time, it is possible to calculate how much a change in the export 
sector will affect the service sector. The results from such calcu
lations will also indicate the implications on the entire local eco
nomy. Another application of this method is for the pure description 
of a particular region.93 

However, there are several limitations to the export base model, 
which provide some difficulties. One obvious stumbling-block is the 
problem of choosing the appropriate unit of measurement. Employ
ment is not necessarily a reliable indicator of an expanding or 
receding economy and as wage levels vary in different industries the 
multiplying effects are not comparable. Moreover, the introduction 
of new technology to improve an industry's productivity might be 
achieved without increasing the labour force. Another problem 
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connected with this method is the identification of the basic and ser
vice sectors. Data on this distinction may be hard to find and some 
companies are possibly involved with activities in both sectors.94 

A more refined method on interdependencies is the input-output 
technique, which draws upon the general equilibrium analysis of 
Walras and contributions made by Leontief. Isard (1967) formulates 
the essence of input-output techniques as a 

fruitful approach for depicting and investigating the 
underlying processes which bind together the r egions of a 
system and all the separate facets of their economies. Its 
strength lies in its detailed presentation of (1) the 
production and distribution characteristics of individual 
industries of different regions, and (2) the nature of the 
interrelationships among these industries themselves and 
among these industries and other economic sectors. In 
essence, it expresses the basic fabric of an interindustry 
system as it exists not only within each region but also 
among regions (Isard 1967, p 310). 

The regional input-output method resembles the export base method 
in terms of the focus on an isolated region. It is, nevertheless, import
ant to keep in mind that this method of analysis is not restricted to 
regional studies, but is also applicable of the local and national 
levels. The economy of a region is divided into a certain number of 
sectors and the input-output table shows the intra-regional purchase 
and sales of these sectors. Thus the table describes detailed flows of 
commodities and services, and shows how the different sectors are 
connected to each other. This kind of table illustrates a stationary 
region, since it does not provide any information on investments. 

The input-output methods are limited by their semi-dynamic struc
ture. An exemplification of this phenomenon is to insert a change of 
demand in any sector, thereby affecting the total gross output of the 
sector. As the input-output method assumes equivalent total output 
and input for the different sectors, this change of demand will have 
an impact on the entire system. The problem is that it cannot 
estimate when the new equilibrium will occur. The use of input-
output methods in regional analysis therefore presupposes a planned 
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time perspective, assuming that equilibrium will be reached by the 
end of that period. 

Following Keeble's typology, the export base model and the inter
regional input-output models fall within the group of national-scale 
spatial models, while the regional input-output version is an example 
of a sub-national non-spatial model. However, these classifications 
are of course a simplification and should not be interpreted too 
literally. The essence of the export base model and its incorporated 
multiplier effects could also, for example, be applied on different 
spatial scales. Nevertheless, two instances of spatial models on the 
sub-national level are Barfod's study of multiplier processes con
nected to local economic growth and the growth pole model pro
posed by a number of French authors, of whom Perroux is the most 
renowned. 

The point of departure in Barfod's study from 1938 concerns the 
question: what is the contribution of a specific company to the local 
economy?.95 The analysis aims at formulating a mathematical 
expression that captures the content of this question. Parallel to the 
theoretical examination an empirical case study concerning a large 
local oil factory is presented. It was shown that this company 
contributed approximately 10% to the total income within the munici
pality. Barfod indicated that the effects of local payments from the 
company increased to 27% as a result of regional multipliers.96 

Perroux introduced the concept of growth poles in an article 
published in 1950.97 As history has shown, economic growth is not 
evenly spread, but is a phenomenon characterized by discrete spatial 
appearance. The reason for why certain locations have a more 
favourable economic situation is due to the existence of growth 
industries (une industrie motrice).98 According to Hansen (1968) a 
growth industry has three fundamental characteristics: 

First, it must be relatively large in order to assure that it 
will generate sufficient direct and potentially indirect 
effects to have a sufficient impact on the economy. 
Second, it must be a relatively fast growing sector; and 
third, the quantity and intensity of its interrelations with 
other sectors should be important so that a large number 
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of induced effects will be transmitted (Hansen 1968, 
P 114). 

The concept of growth poles reveals obvious links with the principle 
of agglomeration economies as a mechanism for sustained economic 
development. However, the important role played by growth 
industries has been questioned. Chinitz (1961) emphasizes the prob
lems related to having a dominating industry that, in different ways, 
counteracts the entry o f new companies operating in other sectors of 
the economy. Another irritating anomaly is that there are growth 
poles which lack a growth industry.99 

The question of economic development underwent extensive reformu
lation during the 1970s. Economic reality suddenly revealed new 
patterns tuned in a minor key. During the 1950s and 60s the domi
nant discussion had focused on multiplier effects and the induced con
sequences of economic growth. Nobody had raised the question of 
what would happen if numerous plants had to close down. The wave 
of prolonged recessions created a wide range of problems with 
which neo-classical theory was unable to cope. In turn, this brought 
about the need for new approaches. 100 

Some writers sought inspiration in the writings of Marx and Engels. 
As the marxist tradition had been focusing on the inherent tensions 
within the capitalist mode of production, there seemed to be an 
obvious connection between the problems of that time and Marx's 
theoretical analyses. A radical approach gradually evolved among 
geographers. 101 Within this framework economic crises are inevi
table, as a result of the accelerating accumulation of capital and the 
tendency towards diminishing profitability. Since capital accumu
lation is linked to the relation between wage levels and profits, the 
capitalists will manœuvre their investments to locations where wage 
levels are relatively low. This kind of actions may well create 
unemployment and social disruption in formerly prosperous regions. 
If this process was made into a system of and exploited maximally 
the existence of the entire capitalist system would be endangered. In 
order not to end up in such a situation the capital will, therefore, 
prefer a series of local crises in which regions are played off against 
each other. 102 
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Different solutions have been suggested to this problem - a problem 
that affect most people negatively. Some argue that the only way of 
stopping the capitalist class's control over capital is to mobilize a 
socialist revolution. The objection to this alternative has reference to 
the efficacy of changing the ownership of the means of production, 
given the ongoing process of technology innovation and the evolving 
interdependent world economy. A socialist revolution would prob
ably not address the underlying problems. An alternative to the 
revolutionary ideas is to bring about a political means to control capi
talist activities. The power of a united European Community, for 
example, could counteract capital's divide-and-rule policy. Since 
many transnational corporations today are as financially strong as a 
great many of nations, very extensive political constellations are 
required. These solutions are based on collaboration strategies be
tween people in different regions. Another view suggests that back
ward regions should benefit from economic isolation and hopes that 
a self-sufficient society is not a primary target for capitalist activi
ties. 103 

3.3 Concluding remarks 

The focus of the discussed approaches obviously differs to a very 
large extent, resulting in occasional controversies between re
searchers who do not share the same fundamental perspectives on 
scientific work. More frequently, however, there are animated 
'intra-approach' debates that generate dynamic academic discourses 
within delimited segments of the discipline. This state of affairs gives 
rise to the question of whether the evolution of the discipline has 
come to a point where researchers are more or less driven together 
into different spheres, thereby impeding a vital discussion on a 
broader front. Although geographers have common interests within 
specific problem complexes, we do not all go to the same confer
ences or read the same journals. Some would argue that this interpre
tation is too overexaggerated and deny that we tend to work within 
hermetically sealed containers, others would agree but refer to the 
underlying philosophical differences that characterize, for example, 
the normative, behaviouristic and radical approaches to industrial 
location. As the epistemology, ontology and the defined methodology 
have dissimilar contents within these approaches, it is meaningless to 
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strive for integration. But is this position as far as it is possible to 
go? Do researchers have to choose tradition and firmly express the 
chosen scientific affiliation in their works? Such attitudes tend re
grettably to create a climate of conversation that is characterized by 
limited communication within the discipline as a whole. 

In a way, this state of affairs is not only a matter of truth-seeking in 
general but also of keen competition between participants within the 
scientific community. Most researchers would probably agree that 
the system rewards those who are best able to profile themselves and 
make their voices heard; rewards not only in terms of financial 
support but also collégial prestige and reputation. It is, though, 
possible to argue that it is due to this inherent competitive atmos
phere that science obtains its dynamics and renewed thinking. On the 
other hand, there is consequently an obvious risk of fragmenting a 
discipline through restricted discourse. 

Nevertheless, from another point of view this discussion gives 
expression to the dualism between objectivism and relativism. The 
concept of objectivism implies an aspiration to find the ultimate 
truth, which usually leads to competition and polarization within the 
scientific community. The alternative, a relativistic perspective of 
knowledge, opposes the notion of a constant and resistent funda
mental truth that can be found and analysed. As such a situation is 
merely an illusion, objectivism almost inevitably transforms into 
ethnocentricity with privileged rationalities based on unverified 
universality. 

However, Johansson (1990) proposes a standpoint, which suggests a 
toning down of the objectivism and relativism dichotomy. Sciences 
that rely heavy on empirical data may not reach ultimate truths, but 
presumably they do move towards increased 'truth-likeness'. 104 This 
attitude leads to a situation where it is untenable to assert that my 
opinion (hypothesis, model, theory, view etc) is undoubtedly correct 
and yours is irrevocably fallacious. Adopting the idea of truth-
likeness in connection to a theory conflict implies that the following 
statements are reciprocally consistent: (1) my theory as well as my 
competitors' theories ha/have a degree of 'truth-likeness' that ex
ceeds zero; (2) my theory has a higher degree of truth-likeness than 
that of my competitors; (3) a theory with a lower degree of truth-
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likeness may well have been able to reflect some aspects of reality 
that my theory has failed to do; and (4) a theory considered to be 
more truth-like may therefore have somthing to learn from theories 
regarded as less truth-like. The often prevalent, polar concept of 
truth is impossible to apply within this context. A low degree of 
truth-likeness is not equivalent to a theory being false and, the fact 
that a theory has a high degree of truth-likeness does not necessarily 
imply that it is true. The concept of truth-likeness, therefore, rejects 
the characteristics of both objectivism and relativism as it refuses 
polar truth and advocates competition within the scientific 
community. 105 

It must be pointed out, however, that there are several examples of 
theoretical discussions in connection with economic geography that 
are imbued with the notions of truth-likeness. 106 However, the 
overall impression of today's economic geography indicates compe
tition that sometimes impedes broad unprejudiced discussions. Bern
stein (1991) also elaborates on the objectivism and relativism theme 
by examining ways of moving beyond this dichotomy. According to 
him the basis for the dichotomy is the 'Cartesian Anxiety', which is a 
term not directly connected to Cartesius himself but to a phenom
enon reflected in his works. The ultimate goal of science is to find 
some kind of Archimedean point from where abiding knowledge can 
be accumulated. Man, society and science need a firm location in 
order not to slide down into a situation of chaos and insanity. 107 
This position leads to an inevitable crossroads; either there is a firm 
foundation for knowledge or Man has to acknowledge a reality 
characterized by madness and intellectual chaos. 108 

In connection with the movement beyond the objectivism and relativ
ism dichotomy as well as the 'Cartesian Anxiety', Bernstein (1991) 
discusses the concept of incommensurability often associated with the 
works of Thomas Kuhn. In Kuhn's book The structure of scientific 
revolutions he suggests a different perspective of scientific evolution 
that focuses on paradigms. He argues that a scientific paradigm 
consists of four components; symbolic generalizations (statements 
which are perceived as definitions), metaphysical ingredients 
(various types of conceptions), values (different sorts of metatheor-
etical criterias) and exemplars (researchers solving standardized 
problems). If a paradigm is taken for granted, a situation of normal 
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science is prevailing, but as the numbers of anomalies and sceptical 
researchers increase a situation of revolutionary science occurs and 
the predominant paradigm is challenged and perhaps overthrown. 109 
The inherent logic of the paradigm succession has been subjected to 
criticism that emphasises the questions of why a paradigm should be 
abandoned, and how it is possible to know what the new paradigm is 
going to look like. 

Nevertheless, within Kuhn's book the concept of incommensurability 
is merely used half-a-dozen times, but it has often been interpreted 
as meaning that it is impossible to compare competitive paradigms. 
This notion of incommensurability together with the philosophical 
consequences of paradigms, have implied that these ideas have been 
associated with relativism. But this view is not concordant with 
Bernstein's (1991) interpretation of Kuhn's paradigms and concept 
of incommensurability. Competitive theories may well be logically 
incompatible, meaning that they are in conflict with each other and 
incommensurable; this implies that they are not mutually measur
able, but may still be comparable. Competing theories are always 
possible to compare from different angles.HO The reason why the 
concept of incommensurability has been attacked is, according to 
Bernstein, due to the objectivism/relativism dispute and the under
lying 'Cartesian Anxiety'. It is presumed that if the objectivism is 
abandoned there is only one unattractive alternative. However, the 
incommensurability concept provides a third way which is largely in 
line with the viewpoints proposed by Johansson (1990). Theories are 
comparable and within that context losses and gains can be recog-
nized.m Bernstein summarizes some of the experiences made by 
other philosophers in their discourse towards a way beyond the 
objectivism and relativism dichotomy. What is needed seems to be 
enhanced dialogue, conversation and undisturbed communication.!^ 
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